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Chapter J 

ROAD TRANSPORT—A STUDY IN RETROSPECT 


Importance of Road Transport 

l.L The extent of development of road transport in any country is at 
once a determinant and inchcator of its prosperity. A sound system of road 
transmit neutralises the disadvantages of distances in conveyance of raw 
materials and labour and accelerates the pace of both production dis¬ 
tribution activities. Though other modes of haulage, like the railways, are 
suited for bulk hauls, they cannot provide the advantages of road tranMX>rt 
in speed, flexibility and door-to-door delivery. By virtue of its ability to 
penetrate into the remotes: parts of the land, at a comparatively very low 
capital ctet, mechanised road transport alone can break through the bar¬ 
riers of isolation and consequent stagnation in under-developed countries. 

1.2. This characteristic of road transport as a catalytic agent to the 
over-all economic development of the country has, however, to be consi¬ 
dered in relation to some inherent defects of the industry, one of them 
bemg its disorganised state. Though several attempts were made by Gov- 
emmesit to bring about proper organisation of the road transport industry, 
they have not yielded the desired results as a study of its growth shows 
that greater emphasis was laid in the past on rail-road coordination rather 
than enabling the road transport industry to grow on sound lines. 

Growth of Road Transport in the Country 

1.3. The role of mechanised road transport in this country started witli 
the commencement of the present century, the first motor vehicle having 
been imported into India in 1898. Tiie number of motor vehicles on road 
tUirmg the early years of the present century was few and their use/opera- 
tioa was governed by the then Provincial enactihents which were crmcemed 
with registrations only. The (Indian) Motor Vehicles Act. 1914, was the 
fust all-India enactment dealing with control over operation of motor 
vehicles. 

The phenomenal growth of road transport began Ln the early 
1920’s as a result of the diversion of surplus anny vehicles to civilian 
market, aftci- World War I. This also led to unhealthy competition and 
even rate cutting amongst the operators. The Motor Vehicles Act of 1914, 
had, therefore, to be supplemented in the post-war years by Provincial Acts 
in order to introduce some measure of regulation and control. In the late 
I^20’s, the problems of unhealthy competition became more acute and the 
shrinJeage of traffic accentuated by the world wide depression (which in- 
volved this country also) had brought to the fore the need for regulation 
of this industry, both internally and in relation to the railways. A study of 
rail-road coordination was thus initiated by the Mitchcll-Kirkness Com¬ 
mittee in 19.32. 

Mitchell-Kirkrtess Committee Report, 1932 

1.5. The Mitchcll-Kirkness Committee, commenting upon the state of 
affairs existing in the road transport industry at that time observed as 
under: 
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“The evils from which the public service motor tra!isport is suffer¬ 
ing arc largely due to the excessive competition, unemploym^t 
amongst buses and their concentration on the more popular 
routes. We think, that the evils attending unlimited com¬ 

petition are now such that the alternative, namely, monopoly 
would be preferable. In any event, we believe a con¬ 

trolled monopoly will be necessary to encourage enterprise on 
less popular routes.” 

The Committee recommended that the number of licences for buses on ^y 
route should be restricted and that conditions such as issue of tune-tables, 
publication of schedules of fares and compulsory insurance of motor vehi¬ 
cles should also be prescribed. It felt that these measur^ would raise the 
business to better and more economic levels and that fuller re^labm ^d 
control would eliniinate unhealthy competition and make it possible for bus 
operators to offer better services to the public. 

Motor Vehicles Act, 1939 

1.6. On the basis of the recommendations of this Oommittee, and those 
made by the Wedge Wood Committee* in 1937, the Motor Vehicles Act, 
1939 was enacted to ensure the growth of road transport on thetmis ot 
healthy competition in the industry itself and with the railw^s. This Act, 
which is in force even today, provided for the creation of Regional and 
Provincial (now State) Transport Authorities, with full powers to grant 
permits for stage carriages, public carriers and private carriers and ako to 
lay down conditions pertaining to routes, timings, specifications ot vehicles, 
stmdards of maintenance etc. which were to be attached to the permits and 
had to be observed by the permit holders. 

Post-war Reconstruction Committee Report, 1943 

1.7. A decade after the Mitchell-Kirkoess Committee had voiced its 

concern over unhealthy competitive practices amongst bus operators, the 
Post-war Reconstruction report of the Technical Sub-Committee to the Sub- 
Committee on Transport on the future of road transport and road-rail rela¬ 
tions. 1943, also drew attention to the need for “regular, sj^edy and c^- 
fortable motor service, enforcement of maintenance and other safe y 
measures, prevention of flooding of roads by motor transport codcots 
resulting in cut-throat competition” and urg^ that, m order ^ have cm- 
liyf/l facilities for travel commensurate with the density of the and the 

service which that traffic can support-the conditiOTS requmte 

evitably result in the replacement of the small owner by large (>inpMi^. 
This recommendation was reiterated in 1945 by the Transport Advisory 
CouncU and also by the Post-war Policy Committee on Tr^sport. In 
suance of these recommendations, several Stote Govei^ents 

skm as well as persuasion to organise individual operators mto bigger units. 

Post-Independence period 

1.8. The post-Independence era also witnessed some efforts on the part 

of Government to bring about fonimtion of ^able ^n 

Dort industry. The Planning Commission, m the early ^ties, urged the State 
^emmen^' to encourage the formation of viable units of passenger vchi- 


*This Committee was solely conccTned with rail-road coordination. 
tThe term “viable unit” was no precisely defined until 1954, 
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cks in areas where nationalisation was not proposal to be resorted to. For 
the first time, the need for formation of viable imits amongst goods opera¬ 
tors was also stressed by this Commission when they recommended that 
incentives should be given to viable units of goods vehicles by granting them 
permits for a period of five years. 

1.9. The Plammg Commission, in the First Five Year Plan, reiterated 
the policy of foimmg larger units of operators and observed that only large 
organisations, with adequate financial resources, could provide the work¬ 
shop and other facihties essential for rendering efficient and economic ser¬ 
vice. According to them, it was desirable for the existing private opterators 
to amalgamate, wherever possible, into big viable units to enable them to 
achieve better returns and maintain better standards of operation. The Plan¬ 
ning Commission, in the Second Five Year Plan, again stated that inade¬ 
quate development of road transport during recent years could be attributed, 
amongst other reasons, to the fact that the majority of private operators were 
small individual owners without resources, who could not extend their opera¬ 
tion on sound and business-like lines. In pursuance of the recommendations 
contained in the Five Year Plans, some State Governments introduced rules 
in their Motor Vehicles Rules for preferential-treatment to viable units in 
tJic matter of grant of permits. A notable example is that of Madhya 
Pradesh (then Central Provinces and Berar) which introduced a new Rule 
in their Motor Vehicles Rules as under : 

“49-A—-Where there are more than one applicant for a stage car¬ 
riage permit over any route, routes or areas, then, other things 
being equal, a Regional Transport Authority or the State 
Transport Authority, as the case may be, shall, in deciding 
whether to grant or refuse a stage carriage permit, give prefer¬ 
ence to a Viable Unit.” 

''Explanation .—For the purpose of this rule, a Viable Unit means an 
operator who is in possession of more than 20 public vehicles.” 

Following the lead ^ven by Madhya Pradesh, a few other States also in¬ 
troduced provisions in their Motor Vehicles Rules for preference to viable 
units in the grant of permits. The impact of these provisions, for various 
reasons in so far as formation of viable units was concerned, was not 
significant. 

Viable Umt—Definition 

1.10. On the lines of the above provision in the Central Provinces and 
Berar Motor Vehicles Rules, the term “viable unit” was defined by the Sub¬ 
committee appointed by the Conference of Transport Commissioners/Con¬ 
trollers in 1957 as one “owning not less than 20 vehicles”. It was explained, 
however, that the expressipn “viable unit” referred to a unit of vehicles and 
not to owners of vehicles and so a Joint Stock Company, Cooperative 
Society or union of operators, having an effective control over the requisite 
number of motor vehicles, could come within the ambit of such a unit. 

Study Croup on Transport Planning 

1.11. The Study Group on Transport Planning, 1955, appointed by the 
Ministry of Transport & Communications observed that “as long as the 
industry was based on large number of small units, each owning one or two 
vehicles, the defects (to which they are subjected) would continue”. The 
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Group added that it was desirable to encourage the formation of viable units 
each having over 15 vehicles. Summing up the need for formation of such 
units, the Group observed that every thing possible should be done to en¬ 
courage the formation of bigger units. 

The policy underlined in the First Five Year Plan in regard to organisa¬ 
tion of viable units of road transport operators was kept in view in the 
subsequent Plans too. It may, however, be stated that this policy was 
linked to nationalisation of passenger transport and envisaged that “in areas 
to be left entirely to private operators of passenger services, special en¬ 
couragement should be given in favour of viable units in thci matter of grant 
of route permits”. 

Masani Committee, 1959 

1.12. Of the recent studies made of tlie question of formation of viable 
units, reference to the recommendations contained in the report of the Road 
Transport Reorganisation Committee, 1959 (Masani Committee) will be 
relevant. The Committee exhorted Government to encourage the formation 
of eflicient road transport enterprises in all reasonable and legitimate ways 
liUd suggested the creation of viable units consisting of a minimum of 5 
goods vehicles for intra-Statc operations and 10 goods vehicles for' inter¬ 
state operations. In regard to passenger transport, the Committee suggested 
that a unit should consist of a minimum of 5 buses. 

Committee on Transport Policy and Coordination 

1.13. The Committee on Transport Policy and Coordination, in its final 
report (1966), also made recommendations for encouragement of viable 
units in the country. According to the data contained in this report, 89% 
of road transport operators in this country owned only one vehicle each; 
this had resulted in a number of disadvantages. The Committee recommead- 
cd that small operators should be helped to join together to form viable 
units and have a fleet of 10 or more vehicles in each unit. The Committee 
also recommended certain concessions in the issue of pennits for long dis¬ 
tances and other facilities to encourage more units being formed. 

Roati Transport Taxation Enquiry Committee 

1.14. The final report of the Road Transport Taxation Enquiry Com¬ 
mittee (1967), appointed under the Chairmanship ol' Dr. B, V. Keskar, 
also stressed the need for the formation of viable units and highlighted the 
defects in the present functioning of the goods transport industry. 

Implernentation of the Various Recommendations 

T; 15. As a result ot the rearmmendalions made by various Committees, 
Study Teams and Conferences regarding organisation of road transport 
industry, the Transport Development Council recommended that the follow¬ 
ing inducements might bo offered to encourage individual operators to fonu 
viable units in the country :— 

(i) Preference in the grant of long distance permits fof inter-Statc 
operation. 

(ii) Special facilities in the collection of taxes on provision of rea¬ 
sonable security. 

(iii) Financial assistance through Government or State Bank or Co¬ 
operative Banks. 
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(iv) Grant of' Actual Users’ Import licence specially for obtaining 
Sparc parts not readily available. 

The State Financial Corporations Act, 1951 was amended witli effect 
from the 1st April. 1962, to make the road and inland water transport 
industries eligible I'Or financial assistance and guarantee facilities from the 
State Financial Corporations, like other industries. The limit of accommoda¬ 
tion was kept at Rs. 20 lakhs in the case of a co-operative society or a limited 
company and Rs. 10 lakhs in any other case. Besides these and the steps 
taken by State Governments to implement the above recommendations, 
necesssary provision was made for grant of actual users’ import licence to a 
co-operative society, if its members, as distinct from the society itself, 
together owned 25 or more vehicles. 

could not get informatioh about the c.xtent to which the other 
reconimendatiims enumerated above were implemented. 

Grow'i/i Statisticx 

1.16. It will be interesting to record here the growth of motor vehicles 
over the past several years. During the first decade of this century, the 
number of motor vehicles rose to 45,000 and, by 1929. there were 1,17,900 
vehicles on road. The growth was not, hoxyever, very noticeable during the 
.next two decades; tlie number of vehicles in 1947 was only 1,78.000. Afer 
Independence, however, the growth of road transport revived and, by 
1965-66, the vehicle population had reached tlic million mark. The follow¬ 
ing table illustrates this rapid growth of the industry over the Plan periods ; 



Year 


Busos 

Trucks 

T.nal 

commer¬ 

cial 

vehicL's 

Total 

vch'cles 

(incliid- 

ing 

motor 

cycles 

& 

sco('icrs) 

19.S0-.S 1 


. 

.14,41 1 

SI.SH.S 

1,16,20-) 

3,08,000 

19.^5-.S6 , 



46,461 

1,19,097 

I.65.55X 

4,25,000 

1960-91 



57,049 

1,71,045 

2,28,094 

6,6-1,000 

1965-66* 



70,000 

2,55.000 

3,25,000 

10,09,000 

‘Kstin 

latcd. 







I’ayt approach to problems of Reorganisation of Road Jiansport Industry 

1.17. During the last 50 years, when road iransport industry passed 
through different stages of development, tlie emphasis had been more on 
regulation and control of the industry. The question of reorganising the 
industry was guided by principles of coordinalio,n between road passenger 
services and railways for avoiding wasteful competition. The need for such 
reorganisation was hot, however, felt to the same extent in the case of goods 
transport as in the case of passenger transport. Even in regard to the latfer, 
only a few State Governments had, in fact, taken measures to accord pre^ 
ferential treatment to units upto five vehicles in the matter of grant of per¬ 
mits. Tlicsc, however, did not go very far, as along with the desire to re¬ 
organise this industry into bigger units, permits were also being issued quite 
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liberally without regard to the size or number of vehicles owned by an 
Iterator. This position continues to exist even today, with the result that 
the road transport industry is still dominated by small operators. 

I.IS. There were also other factors which ran counter to Goverimicnt’s 
depe to reorganise the industry. Their approach to the problem of viable 
umts was given a doctrinaire turn, leading to the inference that Government 
was trying to oust small operators in preference to large units, resulting in 
a state of affmrs which was incompatible with the principle of socialistic 
pattern of society. It is unfortunate that such a misapprehension persists in 
the minds of people even today in this country. 

Background relating to appointment of Study Group 

1.19. This misapprehension miglit well be one of the reasons which 
stood in the way of the States encouraging the formation of larger units. In 
addition, the provisions of the Income Tax Act and the Motor Transport 
Workers Act were not such as to encourage the formation of viable units. 
On the other hand, the organisation of the industry on proper lines had 
assumed importance in the context of our programme for production of 
commercial vehicles and development of the road tnutsport system in the 
Fourth Five Year Plan period. It was felt that, unless effective measures 
were taken without further delay, it would become increasingly difficult to 
administer the regulatory provisions of the Motor Vehicles Act, 1939, and 
also to ensure the provision of economic and dependable services to the 
public. The Transport Development Council, at its filth meeting held in July, 
1964, gave careful thought to this matter and recommended that the Unioin 
Ministry of Transport (& Shipping) should set up a Study Group to make 
a final and scientific examination of the entire problem of formation of viable 
transport units. 

Appointment of Study Group on Viable Units 

1.20. In pursuance of the Transport Development Council’s recommen¬ 
dation, the Ministry of Transport (& Shipping) appointed a part-time Study 
Group on the 27!h May, 1965, consisting of the following, to examine the 
problems involved :— 

Chairman 

1. Shri S. Mullick, S^fetary, Home (Transport) Department, 
Government of West Bengal, (now Chairman, Calcutta Improve¬ 
ment Trust) 

Members 

2. Shri Y. S. Kasbekar, Director of Transport, Maharashtra. 

3. Shri D. P. Varun, Deputy Transport Commissioner (Administra¬ 
tion), Uttar Pradesh, (now Deputy Development Commissioner, 
Uttar Pradesh) 

4. Shri C. Sundaramoorthy, Deputy Transport Commissio,ncr, 
Madras. 

5..Shri Humayun Yar Khan, Transport Commissioner, Andhra 
Pradesh. 

6. Shri R. B. Mathur, Senior Research Officer, Planning Commis¬ 
sion, (now Transport Specialist and Member-Secretary, Joint 
Technical Group for Transport Planning). 
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7 . Shri Kundan Lai, Secretary-General, All India Motor Unions’ 
Congress, New Delhi. 

8. Shri T. S. Santhanam, 37 Mount Road, Madras. 

9. Shri Manohar Singh Dhody, Singh Transport Company, 275 Rcay 
Road, Bombay-10. 

Member-Convenor 

10. Shri A. S. Bhalnagar, Deputy Secretary, Ministry of Transport. 
Subsequent Changes in Membership 

1.21. Sarvashri Humayun Yar Khan and Y. S. Kasbekar were trans¬ 
ferred to other assignments and the Governments of Andhra Pradesh and 
Maharashtra nominated Sarvashri H. Sambamuxti and M. S. Palnitkar in 
their place. These changes were notified vide Ministry of Transport (& Ship¬ 
ping) notification No. l-T(150)/64, dated the 30th November, 1965. Sub¬ 
sequently, Shri C. Sundramoorthy was also transferred and Shri V. San¬ 
kara^ Joint Transport Commissioner, Madras, was nominated on the Group 
in his place vide Ministry of Transport (& Shipping notification No. 1-T 
(150)/64, dated the 7th February, 1966. On the transfer of Shri Bhatnagar 
to the Department of Communications, Shri R. K. Sharma, Deputy Secre¬ 
tary, Ministry of Transport & Shipping, was appointed Member-Convenor 
in his place vide Ministry of Transport (& Shipping) notification No. 1-T 
(150)/64, dated 11-8-67. 

Terms of reference of the Study Group 

1.22. The following were the terms of reference of the Croup :— 

(i) To suggest tlie size of u viable unit for stage carriages, taxis and 
public carriers and the practical steps necessary to promote 
them; 

(ii ) I'o cortsidcr tlic feasibility of establishing one or more organisa¬ 
tions in each State, with a network of branches at important 
traffic centres, for (a) providing servicing, breakdown relief and 
repair facilities; (b) constructing ware-houses, terminals and 
rest houses for truck and bus drivers in transit; (c) setting up 
booking, collecting, forwarding and distributing agencies; (d) 
running training institutions for drivers and conductors; (e) 
arranging audit services; (f) settling tax liabilities; and (j) ren¬ 
dering other similar services to members; 

(iii) To study the role of State Transport Undertakings in organisa¬ 
tions of the kind mentioned in (ii) above; 

(iv) To suggest the privileges and responsibilities that should be 
vested in such organisations; and 

(v) To recommend any other measures that may be necessary to 
organise the industry on proper lines. 

Questionnaires 

1.23. At the first meeting of the Group held on the 5th & 6th July, 
1965, it was decided that the Ministry of Transport (and Shipping) should 
circulate detailed questionnaires to the Ministry of Railways, Major Port 
Trusts, State Governments and Administrations of Union Territories, 
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Chambers of Commerce, Universities, all India Organisations of road Irans- 

Roads and Transport Development Association, 
^ e f Motor Unions Congress, Indian Institute of Road Transport) 
^ questionnaire for road transport operators was concerned, 

the Ministry of Transport (and Shipping) was asked to supply an adequate 
number of copies of it to the transport Commissioner of each State, who 
should be icquestcd to distribute copies to five selected operators falling 
following categories, namely, (a) individuals owning one 
v^jcie; (b) opierators owning 2 to 5 vehicles; (c) operators owning 6 to 
to yenicles, (d) operators owning 11 to 20 vehicles; and (c) operators 
owning more than 20 vehicles. It was further suggested that the Ministry 
of Transport (and Shifiping) should obtain information on past studies, if 
:my, made in the ditferent States, particularly Madhya Pradesh and Rajas¬ 
than, in regard to organisation of road transport industry through forma¬ 
tion of viable units. 


1.24. 1 wo scpaiatc questionnaires (Anneixurc I & 11) were accordingly 
prepared and distributed to State Governments/Administrations of Union 
Territories and others concerned on 16th/17th August, 1965. In response 
to these questionnaires, replies were received from all State Governments 
and Administrations of Union Territories except Assam, Himachal Pra¬ 
desh, Jammu & Kashmir and Nagaland, 166 road transport operators, 
Universities, Chambers of Commerce etc. 

Meetinss 

1.25. Six meetings of the Study Group were held altogether (vide 
Annexurc 111). At some of these meetings, oral evidence of 102 road 
transport operators and associations and representatives of State Govem- 
inents/Administrations of Union Territories was recorded. A list of tlic 
parties, who gave evidence before the Group, is given in Annexure IV. 
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EARLIER STUDIES ON VIABLE UNITS 

2.]. Our approach to the problem of vhabJe . units of road transport 
operators and our findings are based on a study of the subject by Com¬ 
mittees in ^e past, both at the Centre and in the States, an examination 
of the existing conditions in some foreign countries and the analysis of evi¬ 
dence tendered bciote us by the various interests concerned. In this chapter, 
we confine ourselves to the first two asix;cLs, namely, a resume of the 
findings of the earlier Committees and the position prevaling in the foreign 
countries, as far as known to us. 

In the preceding chapter, we have referred to the various Commit- 
icos appointed at the Centre which went into the ciuc.stion of formation of 
viable units and the recommendations made by them in this regard. 
Although these bodies were mainly coneemed with the development of 
road transport, as a whole, and dealt with problems of reorganisation of 
the industry, as pan of tlieir general study, their findings were revealing. As 
stated in Chapter 1, the formation of viable units received an impetus ater 
1950 and even statutory provisio.ns were introduced for according prefer¬ 
ential treatment to viable units in the matter of grant of permits, besides con¬ 
cession in road tax etc. Some of the State Governments have been keen 
on bringing about the necessary reorganisation, at least in the field of pas¬ 
senger transport. The success or otherwise of their pro'grammes was 
examined by ad hoc Committees in some States. The findings of these 
Committees in regard to the extent to which Government succeeded in their 
desire to bring about formation of viable units among passenger transport 
operators are discussed in the paragraphs that follow, as we "feel that the 
experiences of the earlier Committees may be useful in making our recom¬ 
mendations. 

Report by Dr. Ramanadham 

2.2. A report on 'Road Transport Industry’ was submitted by Dr. V. V. 
Ramanadham, Reader in Commerce, Andhra University, in 1955. This. 
inter alia, deals with the problems of viable units in general. Defining the 
term 'viable units’, the report observes tliat “they arc units of business of 
such a size as would promote economy in the provision of services. A 
viable unit does not denote that unit of business which is the most econo¬ 
mical. It has come to mean that unit which would result in a reasonable' 
cost economy”. On the basis of this criterion, the report stales that 10 
vehicles will not make a unit as economical as is expected and that it 
should consist of at least 20 vehicles. The report has brought out the merits 
and demerits of viable units a.nd cautions that, although the formation of 
viable units is a step forward in the direction of organising the industry, 
there are a few major disadvantages of large scale units, which have to 
be guarded against. The report further cautions that no line of economy, 
which the industry is expected to gain from viable unit.s, should be lost by 
the formation of such units. 

2.3. The advantages arising from the viable units, according to that 
report, are as under — 


( 9 ) 
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(i) The viable unit spreads cost of management and over-heads 
over many vehicles so that the cost per vehicle would be lower 
than that under single vehicle ownership. 

(ii) Viable units can also have die advantage of having their own 
workshops, which would eventually ensure efficient mainten¬ 
ance of vehicles and the transport services. 

(iii) Viable units can afford to have a relatively small reserve capa¬ 
city. 

(iv) Labour would get better treatment from the management of 
viable units than otherwise. 


The above benefits are of a direct, nature. In addition to these, there are 
indirect benefits, such as, rate and fare stability, maintenance of frequency 
of services as per schedules, greater amenability to controls by Govern¬ 
ment etc. 

2.4. As against these, tlic disadvantages of viable units, according to 
the report of Shri Ramanadham, arc higher cost of operation of vehicles 
under viable units (cost of checking, cost of maintenance of spare vehicles 
etc. are higher in the case of such units). Another disadvantage, according 
to that report, is that utilisation of the vehicles is smaller for vehicles under 
viable units than that under s'mgle vehicle ownership. 

2.5. It has, therefore, been suggested by Shri Ramanadham in his 
report that, until the cost of road tran.sport services is brought down to the 
lowest possible level, even a viable unit will not have the benefit of cost 
economy. The report pin-points that, whatever be Government’s policy for 
reorganisation of the industry, they should not lose sight of these two dis- 
advantaces of such enterprises. The objective before Government should 
bo economy and efficiency in the provision of services. 

2.6. The Ramanadham Committee report further states that viable 
units can be formed only by voluntary amalgamation of small owners and 
that the scheme will not work if compulsion is used. Governments 
encourage formation of such amalgamation by exempting the spare V'2^- 
cles of viable units from road tax. Preferential Ueatment in the grant of 
permits to those, who have attached workshop, will also assist in more 
units coming in. 


Report of Viable Unit Enquiry Committee in Madhya Pbade^ 

1.1. A Viable Unit Enquiry Committee was set up by the Goveriment 
of Madhva Pradesh in 1958 to examine the working of the viable units m 
Chattisgarh area of the State and to see their utility to the public 
the service rendered, by individutil operators. The Committee submitted its 
report in 1960. According to the evidence, tendered before this Committee 
by some persons, viable units divided the areas of operation among them¬ 
selves and each one of the single vehicle operators (although he_ had 
joined a partnership concern and thus formed a viable unit) was enjoying 
complete monopoly in his area of operation. They were also exploiting the 
public by charging high fares (and freight rates) and overloading the b^. 
The service renderd by them to the public was comparatively pTOr. "nKy 
were indulging in tax evasion and other malpractices. The Committee, 
while critically going into these allegations, however, felt that by ^ 
large they were not correct and that, viable units in Ma^ya Pradesh had 
been found to be rendering useful service to the public. They came to the 
conclusion that “the condition in regard to passenger services had improved 



considerably sincd the formation of viable units”. They also observed that 
an individual operator, owning ono or two, buses, would not generally pro¬ 
vide efficient services, as compared to the viable units in Chattisgarh area. 
The Committee concluded, in the end, that viable units had rendered really 
satisfactory services, that the position of road transport in Chattisgarh area 
had improved after the formation of viable units and that viable units were 
capable of expansion and meeting the growing needs of road transport in 
that area. The Committee recommended that preferential treatment for 
viable units should continue. They also recommended that the provision of 
workshop facilities should be considered as an additional qualification for 
the purpose of giant of permits. 

2.8. It may be pomted out, in this connection, that the Madhya Pradesh 
Viable Units Enquiry Committee did not consider how best the formation 
of such units, particularly in the goods transport sector, could be secured. 
TTieir terms of reference were limited to examination of the existing viable 
units in the State in order to advise Government, whether there was a case 
for continuance of preferential treatment to these units in the grant of per¬ 
mits. The Committee’s investigation was, therefore, limited to a comparison 
of the services provided by viable units and those by private motor com¬ 
panies and individual operators in the Chhatisgarh area. 

Rajaslliaii Study Report 

2.9. The Government of Rajasthan requested its Deputy Registrar 

of Cooperative Societies to go into the question of formation of viable units 
in the cooperative sector. The report (1962) submitted by,him has stressed 
that formation of viable units is essential to bring better organisation and 
secure greater economy and efficiency to the road transport industry. 
According to this report, such units can be formed by pooling ,'i or 10 
vehicles in each unit. Viable units can be formed either by individual 
operators who are members of transport cooperatives, which possess one 
or more transport vehicles, or by forming a Central Transport Co-operative 
Society, with individual cooperatives as its members. The incen¬ 
tives suggested for viable units in the cooperative sector were; (a) 

procurement of tyres, spare parts and petrol; (b) acting as servicing, book¬ 
ing, handling and collecting agents; (c) making provision for common bus 
or truck/stands and parking places; (d) making available service and repair 
facilities; (e) liaison with Government on matters of common interest; (f) 
avoidance of unhealthy competition; and (g) securing legal advice. The 
Committee recommended, in the end, that the State Motor Vehicles Rules 
should be amended to make preferential treatment to cooperative viable 
units mandatory rather than leaving the matter to the discretion of the 
Transport Authorities. Concession in road tax was also suggested for viable 
units. 

2.10. It may be mentioned in this connection that the above report was 
solely concerned with the formation of viable units in the co-operative sector 
and did not go into the problems of formation of such units ^ong individual 
operators. Its findings are also, therefore, of limited significance. 

Kerala Study 

2.11. The report submitted in 1964 by the Transport High Level 
Committee, appointed by the Government of Kerala, provides useful 
information on viable units in that State. The Committee concedes 
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that the noa-cxistence ol' viable units affects the etlicieney of passenger trans¬ 
port in the State, especially in providing continuity in services, and suggests 
the formation of viable units in the private sector without imposing a ban, 
as such, on the smaller units. 

2.12. The Committee has felt that, on the basis of ihe material available 
to it, the cost of operation of a vehicle under a viable unit is liighor than 
that of a single vehicle owner. J'he absence of viable units, the report states, 
does not by itself contribute to high operational cost. On the other hand, 
in the erstwhile Travancore-Cochin area,, the small operators, some of them 
owner-drivers, have beeir found to be paying greater attention to running 
of buses and incurring lower establishment costs than the big companies in 
that area. The absence of attached workshop is not a disadvantage to the 
small operators as tliere is a wide net-work of private workshops in the .State, 
which enables small operators to maintain a high level of service throughout 
Uic year. The only disadvantage of a small vehicle operator is the ineffici¬ 
ency of passenger services to the public at times. The buses may not ran 
to schedule and may not operate in the event of breakdown. Cautioning 
Governmem's approach to the problems of viable units, the study lias urged 
that efficiency depends upon several other factors than the existence of viable 
units as the mere fact that a unit is. viable is no guarantee for the operation 
of services efficiently. The units should satisfy the public by offering niorc 
and more amenities, running services efficiently and maintaining a healthy 
competition with fellow operators. 

2.13. Tire Committee has recommended that, in order to encourage 
formation of viable units in the State, Government should enforce strictly 
the rule that an operator must have a spare but for every seven buses; 
such spare Iniscs are exempted from motor vehicles tax. It has also recom¬ 
mended that Actual User's Licences should be granted to units holding 10 
vehicles for import of spare parts. 

2.14. As in the other studies, the analysis in the Kerala report is al^ 
confined to passenger services, the nature of services provided to the public 
and the extent of economy which would generate from the type of manage¬ 
ment etc. Mention about goods vehicles is conspicuously absent. 

2.15. Road transport industry, unlike other service industries, has some 
peculiar features; it is highly decentralised and is generally coinpara^^ to 
small scale industries with the difference that it is capital intensive. This ls 
one of the reasons why it is dominated by small *owncr.s not only rn this 
country but also in advanced countries like the United States of America 
According to data contained in the report of the Road Transpoit Rcorgani- 
sation Committee, 83.4% of the operators in the United States owned single 
vehicles each in 1950 and the position at present is not materially different. 
The latest figures in this respect show that small operators still account for 
more than 90% of the total in United States of America. According to the 
report of the Regional Transport Survey of the Eastern Region less than 
10% of haulage firms in the United Kingdom have more than 10 vehicles. 
Tn spite of this seeminely analogous situation existing in the road transport 
industry between India and the advanced countnes of the 'West there ls one 
basic difference; in the Western Countries, nearly four-fifths of all camem 
happen to be private carriers while in India, they form only about one-fourth 
of the goods vehicles. 

‘The expression "small owners” in this report refers to owners having 1 or 2 motor 
Vehicles. 



Nevertheless, it is worthwhile studying the measures taken by advanced 
countries to reorganise the road transport industry to put it on sound lines. 
We collected some information in this regard but regret to say that the res¬ 
ponse to our enquiries in this respect has been neither adequate nor satisfac¬ 
tory. However, whatever details could be collected are given in the paras 
that follow. 

PVesi Gern^my 

2.16. The report of the Road Transport Productivity Team (1960) 
gives some interesting details in regard to the po'sition in West 
Germany, According to this report, in order to reorganise the road trans¬ 
port industry in post-war Germany, a new law was passed in 1949 requiring 
the issue of fresh licences. The pre-requisities for the issue of licences were 
that the carrier was reliable, competent and capable of providing an efficient 
service. A limit was also placed on the total number of long distance 
licences to be issued and quotas were allocated to various States. Under 
this law, there was no organisation to secure the observance of tariffs, but 
in 1962, another Road Haulage Act was passed which created a Federal 
Institute, with powers to levy a fine on an erring operator. The enforcement 
of rates is primarily the function of this Institute but its powers in this regard 
can be delegated to other bodies. Such delegations has, in fact, been made 
in favour of the National Association of Road Transport Haulages, so that 
operators are free to decide whether they would like to be governed by the 
Institute or by the Association. Nearly 99% of the operators have opted to 
be supervised by their own Associations and this arrangement is reported to 
be satisfactory. However, the Institute is the final authority in the matter 
of enforcement. 

This Institute examines six raUlion consignment notes or log sheets or 
loading lists. In addition to enforcing freight rates, the Institute also main¬ 
tains comprehensive statistics on motor vehicles and related matters. 

Japan 

2.17. The Goveriunent of Japan have not taken any special measures 
for formation of viable units of road transport operators in the country. 
Various private organisations have been established for the benefit 
of road transport agents and for promoting their business efficiency. 
At the head of these private units is the Japan Automobile Chamber which 
coordinates their activities and provides them the necessary guidance. 
The following are the main private organisations, all of which have offices 
in each prefecture :— 

(i) All Japan Taxi Cab Association. 

(ii) Japan Truck Association. 

(iii) Japan Bus Association. 

(iv) Others. 

Belgium 

2.18. No special measures have been taken by the Belgian 
Government for the creation of substantial groups of road transport operators. 
The importance of transport undertakings in the country is variable. The 
most widespread form is the craftsman or family undertaking. The under¬ 
takings of medium importance adopt generally the form of private societies, 
with limited responsibilities, while the most important ones only constitute 



themselves into limited companies. These companies do not enjoy any 
preference in the grant of authorisations or licences. Credit facilities are 
provided to the undertakings mainly by private financing institutions Re¬ 
duction in road taxes is given under certain conditions by the Ministry of 
Finance independently of the form of management of the undertakings. The 
primary object of the grouping of transport operators is to defend the 
interests of their professional sector in general and of their affiliates Hic 
most representative group in the country is the “Belgium NaUonal Federa- 
ffii- Transporters” to which various provincial or specialised groups 
are affiliated. Though frequent contacts take place between the Government 
Federation, it cannot be said to be rendering any specific 

pubhc service. 


U.S.A. 

2.19. Broadly speaking, the inter-State Commerce Commission 
IS the authority responsible for regulaticm of operation of vehicles. Its 
tunctions in relation to motor carrier’s services are primarily to consider 
apph^tio^ for new and extended authority from individual carriers and for 
transfer of such authority from one carrier to another. In considering such 
applications etc., the Commission is required to apply specific criteria to 
e^ure that the service sought to be performed wilt meet a public need or 
that the transaction will be consistent with public interest. At the end of 
June, 1965, about 17,216 vehicle operators held authority from the Com¬ 
mission and were subject to economic regulation by it. Licences or autho¬ 
rity to perform operations are given based on public need. So long as an 
applicant establishes his ability to receive- authority and pcrfoim the opera- 
fions to be authorised and to comply with the other requirements of the 
Commission, the form of organisation is not of consequence. During the 
last many years, a number of private individuals have been granted operating 
authority. In course of time, it is possible for an individual operator to 
build_ up his operations and increase his economic structure either by ex¬ 
panding and improving his services within permissible limits of the grant of 
authority or by acquiring other operations with the approval of the Com¬ 
mission. The Commisson has no authority to grant credits of any kind, 
relief from taxation or other such incentive. Associations have been formed 
within the motor carrier industry to provide assistance and advice to their 
members and others on various matters of mutual interest. Some specific 
categories of carriers have formed Organisations within their particular 
sphere of activity e.g., Movers’ Conference of America, American Trucking 
Association etc. 



Chapter 111 

EVIDENCE BEFORE US 


3.1. In this Chapter, we propose to examine the evidence tendered 
-before us by representatives of State Governments and Union Administra- 
tions, Associations of road transport operators. Chambers of Commerce, 
university scholars and others. The names of the jsersons who appeared 
before us are given in Annexures III and IV. Although the consensus 
appeared to be in favour of formation of viable units in road transport indus¬ 
try, different views were expressed in regard to details such as the mi nim um 
or optimum size of a unit, the nature of incentives necessary for the for¬ 
mation of such units etc. None of the persons who tendered evidence, 
rnentioned what should be the optimum size on the basis of cost and opera¬ 
tional results. In other words, the views expressed were not supported by 
any statistical infoi-mation. Nonetheless, several view points were placed 
before us- 

On Viable Units and the numbei* required 

3.2. We find that the position varies widely from State to State in 
regard to the concept of ‘viable unit’, the incentives available to these units 
at present, the degree of success of Governments’ policies, the present 
stage of development in this field, the recent trends in dissolution of viable 
units and the economic benefits of such units. Some State Governments 
have made statutory provisions for encouraging viable units in the road 
transport industry, following the advice given by the Government of India 
in 1958. But these provisions, in practice, have l^en applied mainly to 
viable units of stage carriage operators; no such provisions have been made 
for public carriers. Orissa is the first State which specified a minimum of 
5 public carriep as constituting a viable unit. The Administration of 
Manipur prescribed 25 public carriers as constituting a viable unit. No 
other State appears to have any specific programme at present for forma¬ 
tion of viable units in the goods transport sector. 

Even in respect of passenger transport, the minimum number of stage 
carriages required for formation of a viable unit varies considerably. It was 
5* in Andhra Pradesh, Kerala, Madras, Mysore, and Orissa, 7 in Punjab, 
10 in Maharashtra, 15 in Manipur and 20 in Madhya Pradesh (The Govern¬ 
ment of Madhya Pradesh are now considering reducing this to 10). Tlie 
Governments of Bihar, Gujaratf, Rajasthan, West Bengal and Delhi have 
made np provision for encouragement of viable units (other than co-opera¬ 
tive societies) even in the field of passenger transport. The position, which 
existed in 1965 in some of the States in) the matter of viable units is given 
below :— 


*'With 1 Spare bus, 

tPa,ssenger transport in Gujarat is almost wholly nationalised; as such the question 
of formation of viable units in the field of passenger transport in that State does 
not arise. 
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Name of State 



Minimum 

number 

of 

Stage 

Carria¬ 

ges 

Minimum number Minimum number 

of of 

public carriers Taxis 

Andhia Pradesh 




5 

Not prescribed. Not prescribed. 

Assam 



• 


Information not avail- 






able. 

Bihar 



• 


Not prescribed. 

Gujarat . 

. 


» 


Do. 

Jammu & Kashmir 





Information not avail- 






able. 

Kerala 




5 

Not prescribed. 

Maharashtra . 




10 


Madhya Pradesh 




20 

Not prescribed. 

Madras . 




5 

Do. 

Mysore . 




5 

Do. 

Orissa 




5 

5 Not prescribed. 

Punjab . 




7 

Not prescribed. 

R^'asthan 

, 




Do. 

Uttar Pradesh . 




20 

Do. 

West Bengal 

• 

• 


. . 

Do. 

Delhi 

• 

f 



Do. 

Manipur . 

• 

• 


15 

25 10 

Tripura . 

• 

« 


20 

Not prescribed. 


On Concessions and Incentives 


3.3, In the States which have included provisions relating to viable 
units in their Motor Vehicles Rules the only concession contemplated for 
such imits is preferential treatment, over single vehicle operators, in the 
grant of stage carriage permits. In addition to this, there is one State, 
n^ely, ^njab* which gives 10% concession in motor vehicles lax to 
viable units but this is admissible to imits owning more than 10 vehicles, 
although the minimum number of vehicles required to be eligible to be 
treated as a viable unit is 7 in that State. 


Tax concession is admissible in some other States also for identical pur¬ 
poses. In Kerala, for each unit holding 7 (route) permits for stage carriages, 
one spare bus is compulsory and this spare vehicle is exempted from motor 
vehicle tax. (According to the Kerala Motor Vehicles Rules, a viable unit 
can be formed with 5 stage carriages). However, in States like Madras, for 
every 5 buses having different route permits, 1 spare bus which is compul¬ 
sory even now was tax freef some years back. Similar provisions still exist 
in the States of Kerala and Mysore for exempting spare buses from payment 
of motor vehicle tax. 


‘“'Now Haryana too. 

tThe Government of Madras withdrew this concession following the reported 
misuse by operators, of employing the spare bus on regular scheduled services. 
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Evaluation, of Progress 

3.4. According to the information obtained from State Governments, 
tile various measures introduced for encouragement of viable units have 
to a limited extent, yielded results in Madras, Madhya Pradesh (Chhatis- 
garh area), Tripura and Manipur. In Madras, according to the State 
Government, the trend is for the formation of viable units by operators 
owning 3 or 4 buses, but the position remains unchanged in the case of 
operators owning 1 or 2 vehicles. In Manipur, owners having 1 or 2 
buses have formed themselves into co-opertive societies, which are entitled 
to route permits. It has been reported that 15 such societies were formed 
after the announcement of the State Government’s policy on viable units. 
In the other States, there has been no significant progress in the formation 
of viable units. The total number of stage carriages in some of the States* 
and the number of single vehicle owners in them during the year 1965 are 
shown in the table below ;— 


Name of Statc/Union Territory 

Total 

number 

of 

buses 

Number 

of 

single 

bus 

owners 

Percent¬ 

age 

of 

3 to 2 

Manipur. 

Madhya Pradesh (for two regions only) 

Andhra Pradesh. 

Pondicherry. 

Madras. 

Maharashtra. 

. . 160 
3,054 
3,927 
70 
5,638 
148t 

72 

1,882 

662 

16 

269 

28 

45% 

51% 

17% 

23% 

4% 

19% 

The same information in regard to public carriers in some of the States in 

1965 is given below :— 





Total 

Number 

Percent- 

Name of State/Union Territory 

number 

of 

age 


of 

single 

of 


public 

vehicle 

3 to 2 


carriers 

owners 


Madhya Pradesh (for 2 regions only) 

2,183 

1,833 

84% 

Andhra Pradesh. 

8,576 

6,519 

76% 

Pondicherry. 

135 

131 

96% 

Gujarat. 

12,682 

12,320 

97% 

Kerala. 

5,480 

4,000 

73% 

Madras. 

10,076 

7,213 

72% 

Manipur. 

614 

506 

82% 


Statistics of Single Vehicle Owners 

3,5. Statistics for the other States are not available. However, in the 
course of the evidence tendered before us, the representative of the 


*riic putticulirs from oth;r States have not been received. 

•fThe data for Maharaslitra relates to number of bus operators. 
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Government of Mysore stated that there were 14,000 commercial vehicles 
in that State and only 4 companies held 8 to 10 vehicles each. In 
Maharashtra, out of a total 23,895 truck operators, 22,733 or 95% 
of the total hold a single truck each. In Andhra Pradesh, the bulk of 
the total of 7,300 trucks (registered) was held by single vehicle opera¬ 
tors. The data available to us makes it, clear that the trucking industry 
consists predominantly of single vehicle owners. In regard to passenger 
traffic, the dominance of single vehicle owners is not there to the same extent. 
Taking commercial vehicles as a whole, 89% thereof were stated to be 
under single vehicle ownership in 1963, according to estimates given in the 
final report of the Committee on Transport Policy and Co-ordination (1966), 
The proportion of operators owning 5 vehicles or less stood at 98 per cent. 
The distribution of transport operators according to the number of vehicles 
owned in December 1952 and March 1963, was as below ;— 

Road Transport Operators-Distribution of Vehicles 
(Buses and Trucks) Owned 


Size of Fleet 

Number of 
operators 

Total number of 
vehicles owncti 
(estimated) 

December 

1952 

March December 
1963 1952 

March 

1963 

One vehicle each 

46,000 

136,000 

3,153 

136,000 

2 to 5 Vehicles each 

t « 

14,046 


50,000 

6 to 5 vehicles each 

1,500 

3,187 

30,000 

61,449 

51 to 100 vehicles each 

50 

32 

3,000 

2,000 

More than 100 vehicles each 

25 

37 

14,000 

21,000 


Total 47,575 

153,302 

130,153 

270,449 


The distribution in March 1963 of operators, according to size of fleet in 
different States and Union Territories, is shown in the following table;— 
Distribution of Road Transport Operators in Different States According 
to Size of Fleet (Buses and Trucks) 


(Estimate for March 1963) 

Number of persons owning 




More 

More 

More 

More 

More 

One 

2 to 5 

than 

than 

than 

than 

than Total 

vehicle 

vehicles 

5 

10 

20 

50 

100 



but 

but 

but 

but 

Vehicles 



not 

not 

not 

not 




more 

more 

more 

more 




than 

than 

than 

than 




10 

20 

50 

100 



Vehicles vehicles vehicles vehicles 


(1) 

(2) 

(3) 

(4) 

(5) (6) 

(7) 

(8) 

(9) 

Andhra Pradesh 

6,800 

900 

99 

. . 


1 

7,800 

Assam 

1,700 

136 

9 

2 1 

1 

1 

1,850 

Bihar 

8,000 

550 

215 

100 25 

5 

5 

8,900 

Gujarat 

11,000 

1,300 

75 

19 3 

2 

1 

12,400 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

.lammu & 

Kashmir 

3,500 

HO 

40 

18 

1 


1 

3,700 

Kerala 

5,800 

350 

170 

29 



1 

6,350 

Madhya Pradesh 

8,000 

380 

100 

40 

21 

5 

4 

8,550' 

Madras 

5,900 

300 

260 

30 

14 

4 

2 

6,600 

Maharashtra 

27,900 

3,600 

250 

150 

95 

1 

4 

32,000' 

Mysore 

7,800 

730 

170 

65 

30 

2 

3 

8,800' 

Orissa 

3,500 

780 

70 

30 

15 

1 

,2 

4,400 

Punjab 

6,300 

680 

no 

65 

39 

■ 1 

5 

7,200' 

Rajasthan . 

6,100 

200 

250 

40 

7 

2 

1 

6,600 

Uttar Pradesh . 

12,700 

350 

35 

9 

4 

1 

1 

13,100' 

West Bengal 

18,000 

3,000 

130 

10 

6 


2 

21,150 

Delhi 

2,000 

400 

70 

20 

8 

1 

1 

2,500 

Himachal 

Pradesh , 







1 

1 

Manipur 

500 

60 

90 

90 

7 

2 

1 

750' 

Tripura 

500 

100 

45 

3 

2 



650 

Andamans anti 
Nicobar Island 




1 




1 

Total 

136,000 

14,046 

2,183 

721 

278 

32 

37 

153,302 


Note ; The above table gives only an estimate of composition of operators in March 
1963. The actual figures for subsequent years in resbcct of some States 
have been somewhat different. 

We have not been able to obtain statistics of the composition of vehicle 
owners, subsequent to the reference year 1965. However, we are in agree¬ 
ment with the observation of the Road Transport Taxation Enquiry Com¬ 
mittee in this regard tliat there are no reasons to believe that this pattern 
has substantially changed since then. 

Views of the, State Govts. 

3.6. Only a few State Governments have expressed definite views on 
the minimum or economic size of a viable unit. The Government of 
Mysore favour a viable unit consisting of 5 vehicles while the Manipur 
Administration suggest 20 vehicles as the minimum. The Government of 
Mysore have made the plea that the range of operation allowed to vehicles- 
should also be taken into account in this connection. According to thm, 
a unit consisting of 5 vehicles would be the ideal if the range of operation 
of the bus does not exceed 50 miles and a unit with 10 vehicles would 
be desirable for operations beyond 50 miles. In the case of public 
carriers, a distinction has been suggested between units operating intra¬ 
state services and those providing inter-state services. A unit with 5 
trucks for intra-state services and 10 for inter-stale services has been sug¬ 
gested as the optimum size. 

The Government of West Bengal have altogether different views in the 
matter. While they favour a unit with 5 vehicles of individual operators, 
both in the passenger and goods sectors, they suggest that a co-operative 
society should have 10 vehicles to be treated as a viable unit. Some other 
State Governments feel that an optimum unit would be one with anything 
between 5 to 50 vehicles. The Unioitt Administration of Goa, Daman and 
Diu suggest that 100 vehicles could be an optimum size. We would, however, 
like to point out that, while laying down the optimum size of units in the 
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? Pf f “g®*" goods transport, the extent of benefit in terms of cost 

Gwemment brought out in quantitative terms by any State 

I°cidental]y, many State Governments have suggested an optimum size 
for t^ operators also. The Administration of Goa, Daman and Diu and 
toe Government of West Bengal favour viable units of 20 taxis each. Some 
State Ciovernments prefer units with 5 to 10 vehicles. A few others, parti- 
culMly Gujarat, Maharashtra and Madras, are not in favour of viable vmits 
of taxi operators. 

On Principles Governing Viable Units 

regard to the guiding principles for determination of the size 
ot the fieet of a viable unit, it has been generally stated that, since efiicient 
opwation and economic mamtenance are the end results of Government’s 
policy on viable units, the factors that contribute to these objectives arc 
^9^ capital investment and experience in the field, 
tncirat and economic operations also depend, to a large measure, on the 
conditions m the area of operation, the nature and length of routes, exist¬ 
ence of arrangements for service and repairs of vehicles and for providing 
pa^nger amenities. In the case of goods transport, the facilities avail- 

and distributing of goods is an addi- 
onal factor to be taken note of. The Government of Madras, while 
a^eemg to these suggestions, suggest that the management of a given unit 
should also result in maximum vehicle utilisation, efficient supervision of 
services and sound labour-management relations. The Government of 
Maharashtra have observed that the capacity of the management 
proper accounting should also be taken into consideration. 
Ihe GovCTnmcnt of Bihar, however, caution toat, while laying down princi- 
^®^^™‘“3tion of the size of a unit, it should be borne in mind that 
It should not lead to creation of vested interests and monopoly in the trade. 

expressed in this connection that, where any 
particular person holds vehicles with permits granted in more than one 
ffrSof’ are contiguous and not inter-linked, and where opera- 

possible from the headquarters, it is not necessary to 
take the total number of vehicles held by such owner for deciding whether 
his unit IS viable or not. But vehicles having permits in different regions or 
otatc^ where operational control is possible from the headquarters should 
be ^en mto consideration for the purpose of determining whether the unit 
IS viable or otherwise. The economies of a viable unit can be derived only 
where toe o^er holds permits in respect of one particular category of 
vehicles. It is not desirable to take into account the total number of permits 
held by a person for different categories of vehicles to determine whether his 

S ^ Governments (Mysore, 

Fondicherry) hold a diametrically opposite view. They consider that the 
number of all transport vehicles (stage carriages, goods vehicles and motor 
cate) owned by an operator should be considered for deciding whether his 
umt IS viable, since even such a unit may be able to derive the economies 
and efficiency of operation. 


■ urcgnrd to the factors retarding the development of viable units 
m toe country, toe evidence is almost unanimous. Since the road transport 
industry consists of small operators, who are not sufficiently educated to 
understand and appreciate the benefits of large-scale organisation, they are 
not enthusiastic about any change in the existing set-up. Further, the 





human factor also is of relevance in this connection. Being individualistic, 
a single vehicle owner is not inclined to participate in common management, 
on account of distrust of others and, therefore, avoids combining with them. 
This sense of insecurity among small operators may not be unwarranted, as 
under common ownership, the individual is likely to lose the flexibility of 
operation which is s 0 ‘ essential for road transport. 

3.10. The other factors, which are equally important arc of econoniic 
origin, as long as the operator has no financial stability to keep his services 
^cient and economic, get monetary assistance from external sources to 
expand his fleet or provide facihties for repair, seiwicing, warehousing etc., 
a mere provision in law for preference to viable units in the grant of permits 
may not be of much help in promoting the development of such units. 

3.11. Some State Governments feel that the absence of a clear cut Gov¬ 
ernment policy in regard to viable units is also an important factor for the 
rather slow development of viable units in the country. On the one side, 
Government wants large-scale units to come into existence. On the other, 
a strict application of the different provisions of the law for regulation of 
road transport and of the conditions of work of perso,ns employed in the 
industry defeats the basic purpose of the provisions relating to preference 
for viable units. TTie Government of Uttar Pradesh felt that there is no 
accepted definition of a “viable unit” in the law in force; as such, there can 
be CIO incentive for operators to form viable units. 

3.12. Lastly, the insecurity lurking in the minds of operators in regard 
to the future of the industry, especially with regard to passenger transport 
in private sector, is a major deterrent to the creation of large-scale units. 
So long as Government do not enunciate clearly their policy in regard to 
nationalisation of passenger transport in the next few years, the private 
operators may not think seriously of rationalisation of services, leave 
alone expansion. 

3.13. The factors, indicated above, besides lack of operational control, 
have led to the disintegration of some of the bigger units in the recent past. 
If, therefore, the industry has to be reorganised, a certain amount of Govern¬ 
ment patronage, atleast in the initial stages, is inescapable. We would like 
to refer here to the view held by the State of Uttar Pradesh that Government 
patronage is essential to maintain the services efficiently. Adequate credit 
facilities, grant of licences for import of spare parts, tyres etc., licensing of 
booking, forwarding and distributing goods are some of the measures sug¬ 
gested to encourage formation of viable units. The Government of Mysore 
have, however, remarked that it should be ensured that Government patron¬ 
age does not result in complacency among operators and kill their initiative, 
leading to inefficiency of services. 

3.14. On the question whether joint ownership of vehicles should be an 
essential condition for formation of viable units, opinion is sharply divided. 
The Governments of Andhra Pradesh, Kerala, Madhya Pradesh and Mysore 
and the Administrations of Delhi and Goa are of the view that this is essen¬ 
tial. The Governments of Bihar, Gujarat, Maharashtra, Manipur, Tripura 
and West Bengal do not, however, subscribe to this view. 

Evidence of private Organisations 

3.15. We have been able to secure information and views from several 
private road transport organisations, transport users, besides some Univer¬ 
sity scholars. All of them have expressed themselves in favour of viable 



units, the only exception being the Delhi Transporters’ Association, which 
has made a strong plea against promotion of viable units on the ground 
that the services of such units are neither economical nor efficient. 
According to this Association, each transport unit should not have more 
than 2 vehicles, if efficiency is to be preserved. In the oral evidence 
before the group, the representatives of this organisation stated that small 
owners, havmg one or two vehicles each, have been able to function more 
efficiently and also secure greater economy in cost as compared to a fleet 
owner. They have not, however, been able to prove their contention with 
the necessary supporting data on the cost of operation of vehicles. It 
oiily*^*^^ Association represents the interests of booking agents 

• Indian Roads and Transport Development Association has 

reiterated the observations and recommendations made by the Road Trans¬ 
port Reorganisation (Masani) Committee (1959). The spokesman of this 
Asswiation, who gave evidence before us, contended that a large number 
of viable units could be formed overnight if the permit-holders were autho¬ 
rised to employ as many vehicles as they wished, on the analogy of the prac¬ 
tice^ in the United States of America. In other words, the existing practice 
of issuing a separate permit for each vehicle should be eiven up. This 
involves a radical change in the existing licensing system under the Motor 
Vehicles Act. The representatives of the Bengal Chambers of Commerce 
tlid not, however, agree with the above suggestion (of the Indian Roads 
and Transport Development Association) and held that, if it was imple¬ 
mented, several new problems will have to be faced by States. 

3.17. The views of all other organisations are more or less identical in 
rcst^ct of most of the questions included in our questionnaires. The All- 
India Motor Unions’ Congress has stated that the guiding principles in the 
determination of the size of a viable unit in the field of passenger transport 
are :~ 

(a) ability to provide break-down service: 

(b) ability to cater to needs of seasonal and/or occasional traffic; 

(c) ability to provide maintenance and repair facilities for the fleet, 
so as to reduce, to the minimum, .number of idle days of buses; 

(d) compactness of area of operation; 

(e) ability to provide passenger amenities boUi at the termini and 

en route; 

(f) ability to provide amenities to the staff and workers; 

(g) ability to raise financial resources for development and improve¬ 
ment of services; and 

(h) ability to plough back resources into the business. 

As for goods transport, the Congress suggest the following factors for 
consideration :— 

(a) ability to inspire confidence in the public by ensuring safety 
of goods carried and certainty of service; 

(b) ability to provide godown and warehousing facilities; 

(c) ability to run own booking and forwarding agency; 

(d) ability to have maintenance and repair facilities; 



(c) ability to raise financial resources; 

(f) ability to provide the required amenities to workers; 

(g) ability to provide eflicient and economic administration of the 
undertaking; 

(h) compactness of area of operation. 

'ITie Indian Institute of Road Transport and the Indian Roads and 
Transport Development Association have observed that “efficient manage¬ 
ment structure, proper accounting procedure, adequate financial resources 
and working capital, trained staff, fair labour practices, amenities to the 
staff as also to the public and adequate provision for maintenance are the 
principles that should decide the size of a viable unit.” More or less the 
same principles have been enunciated by the Allahabad University which 
has stated that “each fleet should have sufficient block capital and working 
capital to attain a degree of financial stability; so that variations in demand 
do not compel the permit-holders to close down their business. The size 
should be big enough to provide dependable service at reasonable rates as 
well as to take financial responsibility for loss, damage and pilferage of 
goods.” 

Si 2 .e of the Unit 

3.18. Although there appears to be unanimity of approach among non- 
ofivcial interests to the principles governing the size of a viable unit, there 
i.s divergence of opinion on the actual size of the unit. The following 
table indicates the size of the unit, suggested by some of the organisa¬ 
tions:— 


Name of Party 

Number 

of 

vehicles 

Vehicles 

on 

inter¬ 

state 

Services 

Vehicles 

on 

Intra¬ 

state 

Services 

(1) 

(2) 

(3) 

(4) 

All India Motor Unions’ Congress . . . . 


10 

5 

Delhi Transporters’ Association. 

2 



Indian Roads and Transport Development Association 


10 

5 

Gujarat Vepari Mahamandal . . . . . 

5 



Nagpur University. 

15 

for 

stage 

carriages 

10 

for 

public 

carriers 



■liwaji University 


8 

4 

for 

stage 

carriages 

8 

for 

public 

carriers 

Shri Iqbal Singh, Operator, Bombay . . . . 

10 



Shri Kulkarni, Bombay. 


25 

trucks 

20 

trucks 

am M. N. Shroff, fleet owner, Amaravati . 

35 


•• 




24 


(1) (2) 

(3) 

(4) 

K. G. Subraraanian, Secretary, Western India Automo¬ 
bile Association.. „ 

10 

5 

Shri Naik, Kolhapur Motor Transport Produccts’ & 
Consumers’ Co-operative Society 

20 

10 

Shri P. V. S. Mani, Madras Bangalore Transport Com¬ 
pany, Madras . 

25 

15 

Shri Govindaswamy, Madras Motor Vehicles and Allied 

Industries Association, Madras . 

25 

10 

Indian Instituteof RoadTransport, MadrasBranch 

20 

for 

trucks 

20 

Shri Raghavan,’Palanaappa Transport, Madras . 

25 

for 

buses 

10 

Dr. N. Sanyal, Calcutta ...... 

7 to 8 

for 

trucks 

5 

Shri G. L. Sayal, Calcutta. 

10 

5 


3.19. As regards tlic factors inhibiting the formation of viable units, 
the All-India Motor Unions’ Congress has stated that the Government are 
not consisteint in their policies and do not really seem to want viable units 
to come in for thei fear tliat this may lead to monpolistic tendencies. The 
operators are also, of course, partly responsible in that they have misgivings 
about the bona ficles of those joining together. Elaborating this point 
further, the Indian Roads and Transport Development Association has stated 
tliat there is a lacuna in the Motor Vehicles Act which does not allow a 
permit to be granted in the name of a viable unit. The Association further 
contends that the present high level of taxation is also a disincentive to 
organised growth of the industry. According to the Allahabad University, 
shortage of vehicles* and high capital requirement, absence of tax incen¬ 
tives and limited management capacity are some of the inhibitory factors 
which stand in the way of formation of viable units. 

The All-India Motor Unions’ Congress has made the following sugges¬ 
tions for speedy formation of viable units ;— 

(a) A clear and firm poli^ of encouraging and preferring viable 
units should be enunciated; 

(b) The policy should be widely publicised as also the conces¬ 
sions and preferences to be given; 

(c) A time-limit should be set for individual operators to come 
together leaving the legal' form of combination viz., partnership, 
joint stodc company (public or private) co-operative society 
or only a service co-operative or some other loose form of 
combination to their choice; 

(d) After the deadline, individual operators may even be compelled 
to join a viable unit; 

(c) The policy will have to be written down into a number of 
statutes, like the Motor Vehicles Taxation Act (for giving 
relief in taxation), Motor Vehicles Act and Rubs for recog¬ 
nising these units (in case of loosely-kniti units) for preference 

*At present, however, the position regarding availability of commercial vehicles has 
improved considerably. 
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in grant of permits and counter-signatures etc., in other Acts for 
giving preference to viable units and for direct financial aid 
through banks or other State Institutions; 

(f) Formation of viable unite will be expedited if, in the case of 
stage carriages, different operators on a particular route are 
persuaded to come together. In the case of taxi cabs m a big 
citv or town, the amalgamation will have to be area-wise. In 
the case of public carriers, all of them wUl have to be groui^d 
together according to area of operation. Public carriers having 
counter-signatures in one State may, as far as possible, be 
induced to join with other operators in the same State, How¬ 
ever, in the case of viable unit of public carriers, it may be 
necessary sometime to cater to^ a much larger area with 
branches at different places, as is the case now with some or 
the larger transport companies. Even in such cases, it may 
be necessary, after some time, for viable units having 10 or 20 
trucks to join together with other similar units to provide 
common facilities for booking and storage of goods, and for 
providing rest houses and other amenities en route to their 
drivers; 

(s) It may be left to various individual managements of the mute 
in any particular place of business to coma together (or not) 
which they would surely do after having seen the good results 
of forming viable units, for some time; 

fh) It is strongly recommended tha* service co-operatives of indm- 
dual operators should be formed where o^er forms of viable 
units are not possible; in such co-operatives, the mOTtxrs 
should not lose their individual ownership and/or idratity but 
should join together (for all practical purposes and for aU 
their dealings with public and/or the Government). Here, it 
may be made clear that the form of a viable unit is immaterial, 
so long as it has a legal status, so that it can collectively hold 
property, enter into a contract, institute suits and other legal 
proceedings and do all other things collectively for its ineinbers 
to enable them to run their business efficiently. A viable unit, 
therefore, ,can be an individual, a firm, a joint ownership con¬ 
cern or a service co-operative having individual ownership Imt 
common identity for most of the purposes. Short of a service 
co-operative society, it is difficult to suggest what other legal 
shape a loosely-knit unit or an association of transport ope¬ 
rators can have but, if any, is suggested and is found acceptable 
there cannot be any objection to it. In the case of service 
co-operatives, it is true that it is difficult under the Motor 
Vehicles Act and Rules to treat them as units, in so far as 
grant of permits, counter-signatures or similar other facilities 
are concerned, but some way for this has to be found. The 
Act and the Rules may have to be amended to treat such a 
group (by common consent of all its constituents) as one unit, 
to be represented by its office-bearers. Once Government 
come to a decision that viable units will be encouraged, these 
facilities, viz., grant of new permits to small operators to enable 
thorn to grow or to facilitate formation of a unit to transfer 
of oermiis urin he* inctantiv aiwn. 



Chapter IV 


THE NECESSITY OF VIABLE UNITS 


4.1. Wc address ourselves, in this Chapter, to the central theme X)f our 
investigations, namely, whether there is need to encourage formation of 
viable units in the road transport industry or whether it should continue to 
be governed by the laissez faire conditions which seems to prevail at present. 
The basic issue before us is not the formation of viable units merely on 
doctrinaire or theoretical consideration; we are actually more concerned with 
the steps that are necessary to foster greater efficiency and economy in road 
transport services through institutional changes to enable it to render better 
service to the public. It is in this context that we analyse the advantages 
and disadvantages of the existing organisational pattern in the road transport 
industry examine to what extent it hinders the orderly development of road 
transport and also suggest measures that would help the indhstry to develop 
on sound lines. Our reasons against the existing set-up of the industry 
and the disadvantages arising therefrom are several and are discussed in the 
paragraphs that follow. 

Growth of Road Transport vs. other Sectors 

4.2. On the basis of the evidence before us, it is evident that there was 
a steady growth in the number of motor vehicles in the last 20 years. Tltc 
registration of motor vehicles increased four-fold during the last two 
decades. As against a vehicle population of 3.8 lakhs in March, 1951, it is 
estimated that the number of vehicles rose to 11.09 lakhs* in March, 1966. 
The following table illustrates the growth of motor vehicles in this country :— 

Number 

of 

Year ending 31st March vehicles 

in 

lakhs 


1951 




, , 


, 




3 08 

1952 




* * 






3-09 

1953 










3 -34 

1954 










3-53 

1955 


. 








3-76 

1956 




. • 






4-25 

1957 










4'58 

1958 










5 02 

1959 










5 02 

I960 










6 05 

1961 










6-64 

1962 










7)1 

1963 










8-82 

1964 


. 








8-90 

1965 


, 








10 06 

1966 

. 

_ 

• 

• 

‘ 

• 

• 



11 -og* 


The Road Transport Taxation Enquiry Committee has held that the rate of 
•growth in the road transport industry' has not been commensurate with the 


♦The provisional estimates are 10.09 lakhs, 
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requirements of the economy. Annexure V will be of interest in this con- 
n^tjon, lo respect of 22 industries for which growth indices are given for 
the years 1951—66, we find that the rate of growth of “transport equipment 
i^ustry IS less than that in 16 other industries during the same period, 
rhis leads us to believe that the supply of transport has not been keeping 
pace with the general growth in other primary sectors of the economy. We 
are aware that few years ago the shortage of overall transport capacity in 
this country was so great that there was a serious transport bottleneck re- 
sultmg m the dislocation of the coal industry. It was openly acknowledged 
by he Planning Commission and other expert bodies that the transport faci¬ 
lities would fall far short of demands by the end of the Third Five Year 
Plan imd that there was an imperative need to expand the road transport 
capacity, it all these contentions are a guide, we must conclude that there 
snould be conditions of a “sellers market” in the road transport industry at 
present—a situation which is conditioned by shortage of transport supply 
and consi^uently higher prices for transportation (fares and freights) than 
what would otherwse have been the case under the normal conditions of 
supply and dem^d. But, in practice, this is far from true, particularly in 
me case of trucking industry. In spite of the admittedly lower transport capa- 
ity and considerable increase in prices of all commodities in general and 
motor vehicles, motor vehicles components and motor fuel, in particular 
the prevailing freight rales have not increased to the same extent- in certain 
regions, they had, in fact declined. * 

Increasing Cost and Decreasing Revenue 

4.3. In Annexures VI, VII and VIII. we have given throe separate 

of various items which go to 
S 1 ,°^ operation of motor vehicles. It can be seen that a 

1966-^^^Th.!^J‘? 33,200 in 1960, cost Rs. 44,000 in 

if 800 lb?! T’ is now over 

of ^'^*501 which was 46 paisc in 1960, is about 90 paise 
now, The hire-purchase charges which were 9-12% at one time fin 19601 
IS at present, 10-15% (flat). On account of these fXs XneVVe cost 
almost doubled as compared to the position existing in 
T-f ^ prevailing freight rates have not increased to the same extent 
The statements in Annexures IX and X indicate the changes in freio^ht rates 

haw fau'^ -f regions and show how in some cases the rates 

have even fallen m spite of increases in the cost of operation. We would 
likeTo refer in this respect, to the findings of the Road Transport Taxation 
Enquiry Comrnittee in regard to changes in freight rates and earnings of 
operators, particularly the smaller ones!’The report states that the ?rS o 
increase m cost over the last 15 years is notfeeable in ail sectL of the 
economy including railways and road transport. There is one 

peculiai^ to road transport. While 
^ increasing, the road freight rates have not 

increased m the same proportion. In certain regions, they have remained 

to mv a Companies used 

to pay a rate of Rs. 2 per mile for a round trip 5 years ago they paid 

rtied a of the GovemLnt ajendcs 

^ted that the freight rates had gone down during the last five years 
This aspect requires serious consideration. ^ 

42,073'"^ 'Sbmfry?™ 
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Fall in Freight Rates 

4.4. According to the Committee on Transport Policy and Co-ordina¬ 
tion, the prevailing freight rates in many regions in this country were inva¬ 
riably more than Re. 1 per truck mile.* On certain short roiUes like 
Delhi-Panipat, it was Rs. 1.67 per truck mile and between Bombay- 
Delhi it was Rs. 1.25 per truck mile. The prevailing freight rates in many 
sectors appear to be round about Re, 1 per mile, particularly tor the small 
operators It may be that, in certain cases, well-organised compames niiglit 
be charging slightly higher freights; the small operators, who constinte 
the bulk of transport operators, in this country, do not get more than 
Rs 1 25 per mile in any region in this country. The data m Annexure lA 
indicates that, in Rajasthan, the prevailing freight rates are steadUy going 
down For instance, between Jaipur and Calcutta, the rate was 96 paise 
in 1958 as against the rate of 84 paise per truck mile in .1966; between 
Jaipur and Ahmedabad, it was 94 parse in 1961 and 81 m 1966. Ihe 
position was more or less similar for haulage, between Jaipur and Agra, 
Jaipur and Jodhpur and Jaipur and Udaipur. The situation, as it oxi^ii in 
the trucking industry in this country, is very aptly described ny the Road 
Transport Taxation Enquiry Committee in these words, we hold that the 
indust^ would not grow as long as the freight rates are at low levels and 
the costi of operation and the taxes are at the present level”. 

4.5. We have taken pains to explain the above position only to show 
that even in conditions of the “sellers nvarket” created by the shortage of 
transport capacity, there has been a continuous fall in the prevailing freight 
rates in the road transport industry; this is a situation which needs to be 
corrected, the position may appear to be anamolous. In our view, the 
inherent defects in the existing institutional set-up of the road tramport 
industry are responsible for these conditions. The Road Transport Taxa¬ 
tion Enquiry Committee has also made a pointed reference to the fart that 
it has not been possible for die road transport industry to increase freight 
rates for the following reasons:— 

(i) Possible diversion of traffic to other modes of transport. 

(ii) Lack of organisation among truck operators, most of whom 
are sinsle vehicle owners, subject to unhealthy competition. 

(iii) Lack of cost consciousness. 

(iv) Non-regulation and absence of any control over the activities 
of middlemen and brokers. 

(v) Low utilisation of trucks”. 

The crux of the issue is that the defects in the present system of road 
transport industry, brought about by the dominance of single vehicle opera¬ 
tors, are responsible for pegging down transport prices to uneconomic 
levels. 

Middlemen/Brokers/ Booking A gen is 

4.6. The existence of brokers/booking agents, who call themselves as 
transport companies has also contributed to a large extent to the present 
malaise. It is not our intention to discuss the modus operandi of the 
booking agents except to explain how these middlemen are perpetuating 
the conditions of depression in the (road) freight market. According to 


•The figures in this paragraph are averages for round trip. 
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the evidence collected by a Research Team of the Mmist^ of Transport and 
Shipping, the difference in the freight rates charged by the booking ageiffs 
Ld^mose received by the individual operators 

parts of the Punjab, the transport companies (which may or may not 
having vehicles of their own) charge Rs. 2 per truck mile, whereas ^ 
vehicle operator in the same place is prepared to carry the same load at 
Re 1 per mile. This makes all the difference, so far as the econoimcs 
of road^transport operation is concerned. There is no appremable gam to 
the transport user {i.e., the public) as he is required to pay a higher frei,^t 
to booking agents who appropriate the major share of the freight for 
solves It B unfortimate tliat the booking agents are growing in number 
in this trade. During the discussions with big and small operators, we were 
Sid that there was no hard and fast , rule tor the booking agents in the 
matter of procuring goods from consignors or offering goods to actual 
transporters, the whole transaction be-mg decided at their 
do n^have adequate data to determine the number of such booking agents 
operating in this country and the extent of damage they cause to the trans¬ 
port industry. We do not, for a moment, forget the 

t^e performed by booking agents by bringing consignors and tr^sporters 
tiSer. But the present 'system of working of booking agents results 
in^diminution of the earnincs to the actual transporter. We have come to 
know that in each of the big cities there are about 200 such booking agents 
whose job was just to collect goods from a number of ^ns>gnors and 
arrange for their transportation by different transporters. is ® ^ c 

net-work of booking agents even in the districts. , According to our infor¬ 
mation, there are atleast 20 such booking agents in each district. It may, 
thSefore, be reasonable to conclude tliat there are m this country a 
number of booking agents, running into thomands, the majority of whom 
do not have any vehicles of their own. This important section of Ac 
road transport industry, namely, booking agents (brokers), wheth^ „wd 
or bad, has not so far been subjected to any su^rvision and control. The 
amount of business done by them is considerable, as m most cases, it is 
through these booking agents that small operators get loads for their 
vehicles. The disadvantages of having such an unregulated booking agency 
system may be summed up as follows;— 

(i) While it may be true that it acts as clearing house first by 
pooling the consignments at a particular place Md then trans¬ 
porting them to their destination without bringing the consig¬ 
nors and the transporters together, their operations are 
irrational, arbitrary and leading to exploitation of small 
operators as the ruling freight rates in the market are controUed 
by these middlemen. 

(ii) As a rule, they offer goods to operators who belong to other 
stations who are in need of return load and are thereiore 
subject to pressure. Such operators are prepared to 

rates that would just meet their running expenses. _ Such 
uneconomic operations are not good for the industry in the 
long run. Although normally the amount of Commission 
charged is supposed to be 6-10% in actual practice, the di^" 
rential between the freight charged to the consignor and the 
amount actually paid to the operators even exceeds 25 per 
cent in many cases. Moreover, the booking agents do not 
disclose the freight rates charged by them from the consignors. 
Even when a booking agent collects freight at Rs. 2 per truck 



mile for “smalls”, he accumulates all such parcels and sends 
them in one lot in a whole truck paying a freight of Re. 1 per 
truck mile and charging on that rate a commission of 6%. 

(iii) On certain occasions, we were told, these companies also 
charge the goods tax levied by the State, ranging from 5% to 
20% of the freights as tlie case may be. This additional 
chai'ge is also collected from the consignors but is not always 
passed on to the operator, while under law it is the responsi¬ 
bility of the operator to pay the tax to Government. 

Annual turn-over by Booking Agents 

4.7. The annual turn-over of freight charges collected by these book¬ 
ing agcnts/middlemen appears to be staggoring. Assuming that only one 
ludf of the total volume of traflic, moved by road, passes through these 
booking agents, the figure works out to 20 billion tonne-kilometres at 
present. At the rate of 20 paisc per tonne-kilometre, the amount of freight 
collected from the consignors would work out to Rs. 400 crores. The 
actual amount retained by them is a matter of conjecture and is not known. 
An important sector of the industry, whiclt is so lucrative has so far 
escaped any control either by the State or the Centre. This also leads to 
other ntal-practices which we need not go into here. In our view there is 
urgent need to control the booking agents and bring this class of business¬ 
men under a measure of discipline. We, however, feel that licensing of 
the booking agents, for which, we understand, an amendment to the Motor 
Vehicles Act, is being made, will not, by itself, bring the desired results. 
We recommend that uniform model rules should be prepared for application 
throughout the country, spelling details in the matter of licensing, account¬ 
ing, hours of business, terms under which consignments may Ito accepted 
from consignors and the terms of offering load to actual transporters, the 
commission to be charged by the booking agents, the vouchers to be used, 
the records to be maintained, the minimum number of vehicles to be owned, 
provision for storage facilities, liabilities against pilferage, theft or loss of 
goods etc. It may also be necessary to provide for a fixed percentage to 
be taken by these middlemen as commission and also the minimum freight 
to be payable to operators. We would recommend further that the working 
of booking agencies will have to be gone into in detail by a suitable body 
of experts to lay down the guide-lines for regulation of this sector in the 
road transport industry. Apart from governmental control, it should be 
possible for the road tran.sport industry to so adjust itself that the operators 
no longer remain at the mercy of booking agents for their business. 

Cost oj Operation 

4.S. One of the criticisms levelled against small operators is that their 
operations are not economic. It has been represented that the cost of 
oper.ation of a vehicle owned by a small owner is comparatively higher than 
that of a fleet owner. However, opinions in this matter, arc confl'cting. 
There arc some who, for valid rca.sons, hold that a single vehicle operator 
!s able to perform longer mileage and also enjoy a greater degree of economy 
in the operation. _ To enable us to lay down principles for determining the 
si7e of vable units, based on cost of operation, we prepared a compre- 
hensjvc quc.stionnaire, eliciting factual data, vide Annexure XI, XIl and 
Xin. These, questionnaires were circulated to road transport operators 



31 


through the All India Motor Unions’ Congress, Indian Roads and Trans¬ 
port Development Association and other Road Transport Association in 
this country. Tlic questionnaires were also forwarded to all Transport 
Commissioners, requesting them to distribute copies to actual operators 
among the various categories i.^., (a) single vehicle operators; (b) opera¬ 
tors owning 2 to 5 vehicles; (c) operators owning 6 to 10 vehicles; and (d) 
operators owning more than 10 vehicles. The response to the questionnaires 
has not been wholly satisfactory. Even the few replies that were received 
were not complete. The same questionnaires were also utilised by the 
Road Transport Taxation Enquiry Committee for ob'aining figures of cost 
of operation from the industry. We also learnt that this Committee had 
also conducted case studies in respect of 182 selected operators, in Delhi, 
Kerala, Madras, Maharashtra, Mysore, Orissa, Punjab, U.P. and West 
Bengal. Statistics on the cost of operation of vehicles owned by different 
categories of operators were obtained in personal interviews and analysed. 
These studies are of particular interest to our investigations. It may be 
useful to quote from the report of the Road Transport Taxation Enquiry 
Commhtee in this connection :— 


“The cost of operation of single vehicle operators generally ranged 
from 85.1 paise per mile in Kerala to 125.7 paise in Orissa. 
Tlic following arc the figures of cost per vehicle mile and the 
average monthly performance of vehicles in these States ; 


For single vehicle operators 






- 

Cost 

7 per 
' mile 

Monthly 

mileage 

run 

Punjab 

Uttar Pradesh . 

Kerala 

Maharashtra 

Madras . 

Mysore . 

Orissa 

West Bengal 





117-9 
101 -4 
85-1 
87-4 
93-3 
103 -4 

1,800 

3,227 

4,167 

3,584 

4,667 

3,917 





125-7 
107 -0 

2,500 

4,142 


“In Punjab and Delhi, tlic cost was slightly higher and was due to the 
fact that the vehicles covered under these studies operated under unions 
and their utilisation was low. In the same State for vehicles covering over 
4500 miles, the cost was found to be only 100 paise per rnile. Even after 
making allowance for the difference in monthly mileage, it appeared that 
the cost of operation was slightly lower in Kerala and Maharashtra. In 
Maharashtra, although the cost was less than Re. 1 there were certain 
regions where it was found to be more than Re. 1 a mile. In Orissa, the 
cost was 125.7 paise per milei for a monthly mileage of 2,500 miles. 

“In terms of absolute units, the cost per vehicle mile on account of 

tyres, maintenance and repairs works out as given below ;— 

^ ‘ (In Paise) 


Punjab and Delhi 

Utt.nr Pradesh 

Kerala 

Maharashtra 

Madras 

Mysore 

Orissa 

West Bengal 


26 -8 
19-8 
2 4-3 
17-0 
21 -2 

2 5-5 

3 0-6 
24-1 
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‘In Orissa, higher costs might be due possibly to the road conditions. 
In Mysore, the regions surveyed were Mangalore and Mercara, which were 
hilly tracks and so the wear and tear of tyres and replacements of parts 
were greater. Comparative costs due to tyres, maintenance and repairs 
were lower in Maharashtra, U.P. and Madras, 

“In the case of fuel consumption, there was no appreciable diflerence 
between different States and in a majority of cases, the cost ranged between 
32 and 33 paise per mile. 

“Operators owning 2 to 4 vehicles each generally appem to be bettor 
placed in the matter of operational costs. In Punjab there was a difference 
of 9 paise per mile in favour of operators owning 2 to 4 vehicles. It was 
also found that the range of operation in their case extended to 2300 
miles as against 1800 miles for single vehicle operators. In U.P., there 
was also a slight reduction in the costs as these categories of operators 
4,275 miles in a month. The extent of utilisations had been 
slightly higher in this category of operators in many States as can be seen 
from the following table;— 


Operators owning 2 to 4 vehicles 


Cost Montiily 

per mileage 

mile run 

Delhi and Punjab 








108 -6 

2,300 

Uttar Pradesh . 








99 0 

4,275 

Kerala 








76 -2 

6,200 

Madras . 








91 -2 

4,870 

Maharashtra . 








87-0 

3,771 

Mysore . 








99-0 

5,150 

Orissa 








124 1 

3,000 

West Bengal 








104-4 

3,750 


“There was some reduction in cost for owners having more than 4 
vehicles in Delhi, Maharashtra, Orissa and Punjab. It can be seen from the 
statement appended below that the monthly performance of vehicles owned 
by this category of operators was higher in Delhi, Maharashtra, Orissa and 
Punjab.” 


Operators owning 5 vehicles or more 







Cost 

per 

mile 

Monthly 

mileage 

run 

Punjab and Delhi. 





100 0 

4,488 

Uttar Pradesh. 





97 -2 

4,017 

Kerala. 





92'2 

4,500 

Madras 





94-4 

4,243 

Maharashtra. 





111-7 

3,667 

Mysore ...... 





106-5 

5,000 

Orissa . 





115-6 

4,000 

West Bengal . . ... 




• 

100-0 

3,900 
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“The difference between single vehicle operators and operators owning 
more than 5 vehicles was 17 paise per mile in Punjab, the highest recorded 
in the studies. In Madras, there was not much difference. This might 
be due to the fact that the range of operation was uniformly high irrespec¬ 
tive of the size of the operators.” 

Results of Case Studies 

4.9. The case studies show that in quite a number of regions, a single 
vehicle operator is at a disadvantage as compared to a fleet operator. There 
can be no precise trends in the cost of operation of vehicles owned between 
a single vehicle owner and a fleet owner. The road transport costs are 
peculiar in the sense that two-thirds thereof are in the nature of variable 
expenses, which have a direct relationship with the type of the vehicle, the 
type of fuel used, the age of the vehicle, the manner in which the vehicle 
is run and maintained, the type of pavement, the nature of terrain whether 
hilly or plain, the nature of commodity carried etc. Though all these 
factors influence the cost of operation in one way or the other the operator 
has little control over them. The fact, however, remains that, even though 
a small operator sometimes performs greater distress mileage, the propor¬ 
tion of effective mileage (which takes into account the load factor), may 
be less than that performed by a vehicle owned by fleet owner. In other 
words, the apparently low cost of a small owner may well turn out to be 
a higher cost when related to a unit of service rendered. It may well be 
that the total cost of operation for a fleet owner is higher because he has 
to maintain a bigger establishment, a bigger block capita with the necessary 
facilities for ware-housing, repairs, servicing, booking etc., in which case 
the overheads are higher. These expenses are not there in the case of a 
single vehicle operator who may own and drive his own vehicle. The 
data collected by the Road Transport Taxation Enquiry Committee makes 
it clear that the fixed costs are higher for bigger units. On the other hand, 
the “variable” expenses are comparatively larger for small operators. At 
any rate, we feel that the cost of operation alone, though very important is 
not the only consideration on which to base the size of an economic unit. 
What is more relevant in this behalf is whether a particular unit is capable 
of creating a reasonable operational surplus. We would like to stress that 
it is not merely the cost but earnings too which should be taken into 
account. When these two items are studied together, only then will be 
true economics of an organisation come to light. For instance, a big orga¬ 
nisation may be able to perform, say, 4000 miles per truck in a month 
but it might incur a relatively larger expenditure on wages and management; 
this higher cost might be set off by higher freight earnings in the case of big 
operators. The load factor is higher and the freight rates are also decisively 
favourable. Such an undertaking will stand to gain by generating larger 
surplus, as compared to a small owner, who might perform longer mileage, 
but definitely may not have the same load factor or freight earnings. It 
has come to our knowledge that big operators, by means of hav'ng their 
own booking agcncie?., are able to obtain better rates. The rates vary from 
Rs. 1.50 to Rs. 2 per truck mile and in certain States like Orissa and 
West Bengal, it is still higher. But single vehicle operators even in these 
lucrative regions arc not able to get even half of this rate. It is, therefore, 
pertinent to take also the earning potential of the organisation into consi¬ 
deration in determining the size of viable units. 

4.10. As stated earlier, a single vehicle operator ‘s always at the mercy 
of booking agents and is not able to secure adequate freights at all times. 



It is this relatively lower capacity to earn for a given unit of service ren¬ 
dered, which is attributed to the institutional position in which a single 
vehicle operator is placed to-day. We have no doubt that earnings tor a 
given unit of utilisation of a truck are by far less in the case of small 
operators than a fleet owner. 

Hire-Purchase System 

4.11. The compelling necessity to accept lower freight rates is to a large 
extent, also attributable to the present hire-purchase system and the liabi¬ 
lities to which a small operator is subjected. A small operator generally 
procures a vehicle on hire-purchase basis at an exorbitant rate of interest 
as he has no other alternative. As soon as he acquires a vehicle, he has 
to earn continuously to pay off the hire-purchase instalments to the financier 
on time. Any default in the payment of hire-purchase instalment may lead 
to seizure of the vehicle. In the circumstances, cost of operation and other 
economies are of little relevance to the hirer. He goes in for whatever 
rate is olTered and thus perpetuates a chain reaction in the industry. The 
question of financing the purchase of commercial vehicles on hire-purchase 
basis and the various disadvantages inherent in tire present hire-purchase 
'systan have been dealt with by the Study Group on Road Transport 
Financing. We do not propose to discuss again all the characteristics of 
motor vehicle financing except to say that it is the small operator in the 
present set up of the industry who has perpetuated the present hire-pur¬ 
chase charges at 18 to 27 per cent (true rate of interest). As pointed out 
by the Chairman of the Study Group on Road Transport Financing the 
road transport industry is not considered as credit-worthy for two reasons. 
Firstly, the'operator is not able to earn sufficient income in the existing 
conditions of high cost and low freights; and secondly, he has no other 
security than the vehicle, on which he can obtain credit. A motor veh'cle, 
being a movable property, is not considered as sound security against which 
loans may be advanced by banks. On the other hand, a big operator, who 
has plant and machinery or godown or warehouse,' in addition to his own 
vehicles, is able to secure other assess against which he can get compara¬ 
tively a cheaper credit from banking institutions. In the statements con¬ 
tained in the report of the Road Transport Taxation Enquiry Committee, 
we find that the cost of operation of a vehicle, attributable to interest (both 
on loans and operator’s own funds) was about 8.5 paise per truck mile. 
In the case of small operators in Rajasthan, it was .slightly higher, namely, 
10.7 paise. On the contrary, fleet operators, who have recourse to banks 
for theii credit requirements, incurred only about 4 paise per mile. 

4.12. Since a small operator has little capacity to regulate and econo¬ 
mise on the cost of operation and since he cannot improve his image in the 
eyes of the traditional financing agents, there is no other way but to re¬ 
organise the industrv into economically viable units which would first 
enable them to improve their operating capacity and also improve their 
credit worthiness. It is from this stand point that we consider re-organisa¬ 
tion of the industry into viable units necessary. 

Lack of Facilities for Repair and Servicing 

4.13. A single vehicle operator is also subjected to certain inconveni¬ 
ences I'ke lack of service and repair facilities. A sound and economic 
unit should have its own servicing facility which would enable a vehicle to 
perform the maximum mileage. It is common knowledge that a new 
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vehicle, during the first two years o£ its life, may require less atten¬ 
tion than a vehicle which is 4 or 5 years, old. The monthly expenditure on 
account of minor repairs and servicing may be about Rs. 100 for a new 
vehicle, while a vehicle which is more than 5 years old, may involve ;m 
expenditure of more than 500 rupees per month. The same vehicle, if it 
opera’es in a hilly terrain, may have to incur at times, an expenditure ol 
Rs. 1000 per month; in these regions, if lacilities for repair and servicing 
are inadequate, the vehicle will have to bo kept idle. From the evidence 
before us, we found that a small operator has to keep his vehicle off the 
road for at least 4 or 5 days in a month on account of servicing and repairs. 
However, a vehicle which is run for 25 or 26 days a month, as in the case 
of a small operator, will become unfit after about five years and may have 
no resale value. On the other hand, a vehicle with a fleet owner may 
give satisfactory service for about 10 days and still conunand a resale value 
of more than Rs. 10,000. This aspect requirc-s serious consideration. 
The amount spent on servicing and repairs may be more or less identical 
in the case of a small operator as well as a fleet owner. But the life ex¬ 
pectancy of a vehicle owned by a fleet operator is longer. That is to say, 
the capita! is eaten up quicker in the case of a small owner. A fleet owner 
will spend more on maintenance of the servicing unit and for keeping his 
own mechanics and inventories and thus increase his fixed cost. But a 
small operator with no liability for this additional expenditure will still have 
to pay an identical sura for repairs, carried out by outside agencies. It is 
not the cost that matters but the availability of workshop facilities leading 
to better standards of upkeep of vehicles which is crucial. A small vehicle 
operator, for obvious reasons, cannot have his own workshop or servicing 
facilities. It is in this context also that wc consider that viable units should 
be formed. 

Non-avaUabiliiy o/ Spares 

4.14. 'i'hc other disadvantages to the small operators arc that they have 
to pay higher pr ees for certain scarce items of spare parts, tyres etc. As 
only bigger units are eligible for import licences for spare parts; this benefit 
is not available to small operators. Some essential spare parts are not 
ireely available in the market and there have been frequent complaints 
of profiteering :n these items. A big operator is able to gcfi vehicles and 
spare parts, fuel, tyres etc. at controlled prices. Apart from assumed 
supply, he has the further advantage of getting favourable prices from 
manufacturers or distributors of these items. The small operator has to 
pay higher open market prices for tyres and spare parts. 

Unreliable Service 

4.15. We may also enumerate the other disadvantages, of small ope¬ 
rators, which affect the public in general. A big operator is in a position 
to maintain regular service and instil confidence in the public. A con¬ 
signor yvould not like to send his valuable goods through an unknown 
small operator. He would always count on the services a big operator of 
repute, as he can claim compensation from him in the case of loss, pilferage 
or theft of the goods. 

Da not adhere to Rules 

4.16. It is also possible that a single vehicle operator would not be 
in a position in several cases to adhere to the rules and regulations. It is 
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common knowledge that, in order to perform maximum mileage, tlie small 
operator disregards the speed limits prescribed for motor vehicles. The 
small operators work round the clock, and are responsible for a number of 
road accidents involving loss of life and property. The frequent break¬ 
down of trucks not only cause economic loss but also lead in their wake 
to a social problem. A small operator has no fixed pkee of business and, 
therefore, it is difficult to watch his transactions. It might well happen that 
a small operator makes default in payment of taxes to Government and 
also in discharging his obligations to his clients. From this angle also, or¬ 
ganisational changes in the industry are called for. 

The provision of bigger units is useful to the industry since such units 
will be able to resist harassment at octroi and other check posts. Small 
operators are easily prone to harassment which also includes unlawful pay¬ 
ments and corruption. 

4.17. Another important point in favour of viable units is that orga¬ 
nised establishment's will respect and observe the various labour rules and 
regulations. Labour will receive a fair deal at their hands while the service 
conditions of employees working with small-scale operators leave much 
to be desired. 

4.18. In suggesting the formation of viable units, it is not our intention 
to overlook the advantages if any, of small-scale operators. These benefits 
should not be sacrificed in an attempt to form bigger units. All that 
we wish to stress is that otlier economies flowing from large-scale opera¬ 
tions, which are now denied to single vehicle owners, should be made 
available to single vehicle operators. 

Passenger Transport 

4.19. In the fore-going paragraphs, we confined ourselves mainly to 
tlie conditions existing in the goods transjwrt sector. The arguments for 
formation of viable units in this sector apply equally to passenger transport 
also. However, a single bus owner cannot keep his services to schedule 
without a spare bus, and to enable him to maintain a spare bus, an owner 
requires a minimum fleet of five vehicles. It is, in these circumstances, 
tliat the passenger transport industry has already seen a certain measure 
of re-organisation. This process of integration requires to be strengthened 
further and intensified. The magnitude of the problems existing in this 
sector is less because of the fact that, at present, more than one-third of 
passenger transport has been taken over by the State. We also find that, 
though progressive nationalisation of passenger transport is the accepted 
policy of Government, yet the necessity to re-organise the existing private 
operators in this field into viable units may not be as urgent as in the case 
of goods transport. Nevcirthcless there are still two-third of passenger 
vehicles under private ownership. In States like Punjab, Bihar, Kerala, 
Madras and West Bengal, the role of the private operators is still consi¬ 
derable and, in the interests of travelling public the formation of viable 
units is also necessary. 

Associations of Road Transport Operators 

4.20. We now turn to the question of formation of associations of road 
transport operators and how far these organisations have been elTective in 
discharging their responsibilities in this country. We find that, in certain 
States, there has been a good net-work of associations both in the field 
of passenger and goods transport. There are district associations affiliated 
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to State Association, and above aU, there is an All India Organisation 
to which all the State Associations arc, in turn, affiliated. At the All India 
level, there are only two important organisations, namely. All India Motor 
Unions’ Congress and Indian Roads and Transport Development Associa¬ 
tion which cater to the needs of the transporters in particular. In addition, 
some Chambers of Commerce also, to a limited extent, serve the interest 
of transporters but, by and large, tire practical utility of these Chambers 
is not considerable in so far as individual small transporters are concerned. 
\Vc find tliat in some States the associations arc not active. 

Some of tire services which the association should perform are men¬ 
tioned below :— 

(1) to maintain liaison between Government and transporters; 

(2) secure facilities for import of spare parts, tyres, tubes and 
other scarce commodities; 

(3) facilities for giving repair and servicing; 

(4) facilities for booking and collecting and forwarding of goods; 
and 

(5) to secure legal assistance. 

Out of these we understand that by and large, ffie services in items (1) 
and (5) arc being performed by the Associations. However, some Asso¬ 
ciations of operators in Delhi, Punjab and certain other parts of the 
country, arc also performing a useful service to their members by pooling 
the available traffic and distributing it among the truck operators on the 
principle of “first come first served’’. This eliminates, or at least reduces 
considerably mutual rate .cutting and also increases utilisation by reducing 
idle time. 

4.21. In our Scheme of things, to which wc will refer later, where we 
have recommended the minimum size of a viable unit as 5 for stage car¬ 
riages and 10 for public carriers, we feel tliat there still will be a need to 
I'oster and recognise such Unions and/or Associations of viable units. 
Since there will be a large number of such units in every district headquarter 
and large town, there will remain a need to regulate, if not restrict, mutual 
rate cutting. 

4.22. The Committee on Transport Policy and Coordination has already 
recommended that it is essential to provide in the legislation for the for¬ 
mation at the State and regional levels of associations of transport operators 
with specific functions and re.sponsibiiities. The Conference of State 
Transport Coinmissioncrs/Sccrctaries held in July. 1966, to consider tire 
recommendations of the Committee on Transport Policy and Coordination, 
while considering tire reorganisation of road transport industry agreed as 
follows :— 

“The meeting agreed, in principle, that suitable measures should be 
taken to encourage the formation of viable units of operators 
in the road transport industry including promotion of transport 
co-operatives. It was suggested that legislation might be under¬ 
taken to provide for the formation of Associations of such 
operators at the State and Regional levels. It was oxpla'ned 
in this connection that a Study Group had been appointed by 
the Ministry of Transport and Aviation to go into these matters 
and that the lines on which further action was to be taken 
would be decided on receipt of this Group’s report- 
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“The meetiag also recommended that measures should be taken 
to provide financial assistance to the road transport industry. 
Detailed measures would be considered after the report of the 
Study Group on Road Transi»rt Financing appointed by the 
Ministry of Transport and Aviation was received.” 

We recommend, therefore, that suitable action may be initiated to re¬ 
cognise the Associations wherever tliey exist and to encourage their forma¬ 
tion where they do not. Necessary rules for according recognition may 
be framed under section 47 of the Motor Vehicles Act. We endorse the 
recommendation of the Committee on Transport Policy and Coordination 
which desires diat such Associations should have both specific functions 
and responsibilities; we have in the following chapter, described in detail 
what functions these associations should perform. 



C haptcr V 

WHAT IS A VIABLE UNIT 

Provisions in State Motor Vehicles Rules 

5.1. The earliest definition of "‘viable unit” was that given in the Madhya 
Pradesh (then Ce.ntral Provinces and Berar) Motor Vehicle Rules, accord¬ 
ing to which, an operator in possession of more than 20 public vehicles was 
considered to be a viable unit. Similar rules were made by some other State 
Governments also but the number of vehicles required for a viable unit diffe¬ 
red from State to State. A literal interpretation of the provisions of the 
State Motor Vehicles Rules reveals that stress was laid on the “person " 
owning the vehicles rather than the pooling of the requisite number oj" 
vehicles. 

Dictionary Meaning 

5.2. The Oxford Concise Dictionary defi.nes ‘viability’ as the “quality 
or state of being viable; cxrpacity for living, ability to live under certain con¬ 
ditions”. The meaning of the term ‘viable’ is : capable of living as a new 
born infant or premature child. Websters Third International Dictionary 
gives the meaning of ‘viable’ as capable of living, capable of growing or 
developing, capable of existence and development as a relatively indepen¬ 
dent social, economic or political unit. 

Ingredienis oj a Viable Unit 

.5.3. "I'he definition in the Wcbslcrs Dictionary gives us a precise concept 
of viability, which has two fundamental ingredients, namely, (i) capacity 
to exist; and (ii) capacity to develop, it is worth considering which organi- 
satio,n should be considered as a viable unit in the field of road transpert. 
applying the above criteria. One can hold that a single vehicle owner is 
capable of existing and also developing his enterprise as there have been 
several cases in the past where a small operator had, in course of time, 
acquired a total of three, four or even more vehicles. In the circuni-staaces. 
his organisation can be taken as a viable economic unit. By the same 
standards, even a fleet owner having more than 10 vehicles, may lose finan¬ 
cially and his organisation may not conform to the requirements of a viable 
unit. The criterion for considering the viability of a unit should, therefore, 
be the capability to cam under certain given conditions. In other words, a 
unit which has lower costs of operation and higlier earnings for a give,n unit 
of service is to be deemed viable unit. That is to say, tlic amount of opera¬ 
tional surplus should be the guiding principle in the dctenninalion of the 
unit, other things being equal. 

Factors Deciding Operational Surplus 

5.4. Tile available surplus, at a given cost, is determined by (i) u'ilisa- 
tion of a vehicle: and (ii) prevailing fares and freights. The utilisation of 
the vehicle is, in turn, depending on the capacity of the vehicle in terms 
of pay-load, or seating capacity, as the case may be, the load factor/occu- 
pancy ratio and distance travelled. The fare and freight rates are determined 
by the State Governments fin the case of stage carriages) and are influenced 
by market conditions in the case of goods vehicles. Tims, it would appear 
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that the factors relating to utilisation of motor vehicles are not uniform and 
are materially different from region to region and from time to time. We 
have indicated earlier that the cost of operation also varies according to 
the type o! vehicle, load conditions and road conditions, among other tilings. 
|n the same manner, even the earnings (operational surplus) change making 
it all the more difficult to determine whether a particular unit is the most 
economical in operation. In the light of these observations, we would like 
to examine the economics of single vehicle ownership vis-a-vis fleet owner¬ 
ship to analyse the salient features of road transport enterprise. 

Cost of operation Studies 

5.5. Some of the studies undertaken in the past into cost of operation 
of motor vehicles revealed that some small operators had the advantage of 
lower costs and higher utilisation in certain areas as compared to fleet opera¬ 
tors in the' same areas. The Transport High Level Committee Report of 
Kerala supports this view. A few case studies undertaken in Calcutta and 
Orissa by the Road Transport Taxation Enquiry Committee also indicated 
such a trend in the cost of operation where a small operator seemed to enjoy 
certain advantages. However, this should not be taken to mean that such 
trends are universally true and that it is desirable to encourage small trans¬ 
porters in the road transport industry. For instance, a new vehicle operated 
by a small owner will, no doubt, be more economical as compared to a 
fleet owner operating old ones; the cost per vehicle will admittedly be hi^er 
in respect of vehicles operated by the latter. On that score, however, it 
etmnot to stated categorically titat the industry should consist of only small 
operators. Difference in economies of scale will be relevant only where all 
other items of cost and the conditions governing them remain constant. 
Since a major portion of the cost of operation is contributed by variable 
factors, any advantage or disadvantage of scale vvdll be obscured by varia¬ 
tions in other factors. It is, therefore, necessary to make a scientific survey 
into the cost of operation of motor vehicles, wherein the size of the unit is 
.he only variable factor and all other factors are constant. Apparently, in 
some of the studies referred to above, the scientific method has not been 
adopted. 

Oifftciilties in Assessing Economies of Scale 

5.6. There arc certain inherent difficulties in determining the cost of 
operation of motor vehicles in this country. As this industry is dominated 
by small operators owning one or two vehicles, no proper accounts are main¬ 
tained by them. The industry is decentralised and is so heterogeneous in 
character that it i.s difficult to compare one unit with other, even in the same 
region, in so far as cost and earnings are concerned. The position becomes 
w'orse as a majority of operators arc not sufficiently educated to maintain 
even basic statistics that may enable any Research Organisation to go into 
the economics of operation. 

It is on account of these difficulties that the Ro.ad Transport Taxation 
Enquiry Committee held that the inferences they had drawn from case 
studies into the cost of operation of motor vehicles should be taken as appro¬ 
ximations o.nly which would be u.seful for purposes of comparative study. 
The Committee on Transport Policy and Co-ordination also made a pointed 
reference to this fact when they held that it was necessary to conduct, over 
a period, a scries of invest!cations into costs (Ixith total and marginal) for 
specific sections and specific streams of traffic so as to build up data on 
^^'h^cb dependable policy judgment may be made. I,n comparing costs, the 
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report states that it is somewhat risky to generalise on the basis of average 
costs. It is, therefore, to obtain comparative data on costs pertaining to 
specific flows of trafiic. We arc referring to these observations of the Com¬ 
mittee on Transport Policy & Co-ordination and Road Transport Taxation 
Enquiry Committee only to emphasise that it is not safe to generalise on 
the basis of a few case studies. It has not been possible for us to carry 
out comprehensive surveys into the co'st of operation of vehicles, particu¬ 
larly from the point of view of size of the unit. 

5.7. In view of the limitations stated above, we have to go by certain 
facts which arc self-evident; these are :— 

(i) that the cost of acquiring credit is smaller for big operators; 

(ii) that with relatively small management, it is possible to have a 
larger fleet; 

(iii) that the economy in cost would be greater in the event of hav¬ 
ing own seiwicing and repair units which are feasible only for 
bigger imdertakings; 

(iv) that the earnings arc larger for bigger units having their own 
booking agency; 

(v) bigger units can glet assured supplies of tyres, spare parts, fuel etc. 
at more advantageous prices; and 

(vi) bigger units are less prone to pressures and exploitation. 

The economies flowing from the above factors are considerable and need 
no special support from economio surveys. 

In the paragraphs that follow, we analyse these factors and try to quan¬ 
tify the benefits in terms of money that would accrue to a bigger unit. 

Break-even mileage of a vehicle 

5,8. A transport organisation, in order to acquire a reasonable surplus 
to enable it to exist and to develop, will have to run certain minimum mile¬ 
age under the prevailing conditions of fare and freight rates. For instance, 
a vehicle whose cost of operation is 98 paise per truck mile will have to 
make not less than 3,100 miles per month if it earns an average of 105 
paise per truck mile. The profit margin would then work out to Rs. 200 per 
month and correspond to 18% return on the capital. The following table 
will be of interest in this connection ;— 

Estimated cost and income per month of a goods vehicle at different monthly 

mileages 



Monthly mileage 


Cost of 
operation 


Earnings 

Rs. 1-03 
per 
mile 

Income 

Fixed 

Variable 

Total’ 

0 . 


1,394 

, , 

1,394 


(-) 1.394 

500 


1,394 

256 

1,650 

515 

(—) 1.1351 

1000 

. 

1,394 

513 

1,907 

1,f30 

(—) 877 

1500 


1,394 

769 

2,163 

1,545 

(~) 618 

2000 

. 

1,394 

1,025 

2,419 

2,060 

(-) 350 

2500 


1,394 

1,282 

2,676 

2,575 

(—) 101 

1695 


1,3M 

1,382 

2,776 


Nil 

3000 


1,394 

1,538 

2,932 

3,090 

(+) 158 
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illustiaaon given in the statement above, it is assumed that the 
ea ning ot the truck is at tlie rate of Rs. 1.03 per miJe and the cost (including 
^preciation and mterest at 12% of die price of the vehicle) at 98 paise 
per mile. A motor vehicle has to pay certain fixed costs like rate of interest, 
cost ot establishment, taxes, insurance and these are not dependant on the 
utihsation of the vehicle. In other words, these (fixed) costs are incurred 
y a '-jven when a vehicle is not operating. In the circumstances, the 
vehicle will have to be^ used to such an extent that the earnings would cover 
oom the fixed and variable costs. In the illustration given above, when the 
Vvhiclc makes 2,695 miles per month, the cost equals the earnings; and 
vehicle begins to earn beyond 2,695 miles a month when the freight rate 
reimms at Rs. 1.03 per truck mile. This break-even point will be still higher 
II the freight rate is less than Re. 1 per mile, which is the prevailing posi¬ 
tron in many States in tliis country. In, such ca.ses, a vehicle will have to 
cover even upto 5,000 miles per month if the owner has to make his unit 
profitable. As an operator has hardly any scope for economising on tlie 
cost of operation and has little control over the prevailing freight rates, it is 
imcessary for him to maximise his mileage and earn sufficiently to .set off 
the cost and obtain a surplus. It appears from the surveys conducted by 
Uie Road Transport Taxation Enquiry Committee that an average opcratoi 
in this country would have to run not less than 4,500 miles per month at 
the prevailing freight rate conditions if such a unit were to exist and a].so 
to develop. The question now arises whether a single vehicle operator will 
be in a position to do this mileage in a month and, if so, what is the esta- 
bii-shment required by him, if he were to take normal precautions and 
adhere to the requirements of law in matter.s like speed of vehicle, hours of 
work of his employees, extent of load carried etc. 

Normal performance of a truck 

5.9. Some case studies were conducted in 1966 on some important 
routes to get an idea about the number of detentions encountered by trucks 
and the average distances covered by them in an hour. The results are as 
under :— 



Total 

Average 

■ Route 

distance 

distance 


covered 

in 

an boi r 
by a 
turck 

" ■ ---— — •———•—— 

----- 

--— 


Kilometres 

Kilcnctrcs 

Delhi-Kanpur 

. 430 

14 

Lueknow-Delhi 

.512 

') 

Bangaiore-Mangaloi'c 

.400 

0 

Mangalore-Bangalore 

.400 

9 

Dethi-Bombay 

.1,410 

20 

lOolhi-Calcutta 

.1,440 

20 

Dclhi-Dholpur 

.253 

32 

Bombay-Poona 

.184 

25 

BaPgalorc-Bombay . 

.1,072 

15 

Bombay-Bangalore . 

.1,072 

19 

Bangalore-Secundcra'bad . 

880 

12-6 

Secundorabad-Bangalore . 

. 880, 

20 












Minimum hours of work oj vehicle to be employed and cost of labour 

5.10. Taken as a whole, the average distance covered by a vehicle in an 
hour works out to 18 Kilometres or 11 miles. Such a poor performance of 
vehicles is a fact, though it may appear unbelievable and is mainly due to 
innumerable detentions en route, at several check-posts like, octroi, sales- 
tax, police, civil supplies and various other enforcement by State and local- 
bodies alike. At this rate, if a vehicle requires to make 4,500 miles per 
nionith (corresponding to 150 miles-per day without taking into account the 
weekly off), a vcliicle will have to be on the road for 14 hours a day. Hav¬ 
ing regard to the time needed for loading and unloading processes and such 
other duties like servicing etc., a truck will have to be necessarily employed 
for 16 hours a day along with its driver. It is thus apparent that it is not 
possible for a single vehicle operator to employ his vehicle economically 
unless he has always two drivers and two cleaners for a truck. If weekly 
offs are to be provided, even two drivers per truck will not enable the vehick 
to perform 4,500 miles a month; in that case 3 drivers per truck will be 
necessary. With the owner looking to the managerial business, the truck 
requires a minimum of four persons to keep itself running. The wage bill 
even for these four persons (two drivers and two cleaners) works out to 
between Rs. 600 to 800 per mondi (including bhatta).* With such heavy 
estabhshment costs, the amount of profits earned by a single vehicle operator 
will be negligible. The exjicricnce in Madras State is that every truck is 
employed with two drivers, one of them being the owner himself. Where 
the owner docs not drive, he has to engage two drivers; and in the above 
mentioned State the average performance of a truck is about 200 mUcs a 
day. It is only in such conditions that a single vehicle unit can exist, and 
fiiat too, by violating load and speed restrictions and disregarding labour 
etc. laws. As against this, there arc certain States where a single truck has 
only one driver and one cleaner, but in such cases, it will not be possible for 
the vehicle to run, on an average, even 100 miles a day. There is evidence 
to show that in certain States, hke Orissa, the average turn round of a vehi¬ 
cle is less than 100 miles a day and, in Rajasthan, the average daily nm of 
a stage carriage is less than 50 miles a day which prima facie show that 
such operations are uneconomic and the organisations concerned may sooner 
Of later disintegrate unless the prevailing freight rates are uniformly higher 
than Rs. 2 per mile. We are trying to establish here that a single vehicle 
owner will have to incur a larger expienditure on his wage bill if he wants to 
make his unit economic. The large number of single vehicle operators in 
this country is not indicative of a sound state of affairs in this industry. 
They cannot exist, leave alone have the capacity to develop,. if they were to 
adopt healthy trucking practices. On the other hand, we have also seen a 
licet owner having 5 vehicles making a reasonable profit with only 7 
drivers. 


Savini-; in Labour Cost 

5.1!. On the analogy given above- it would appear that 10 operators 
of .'i itie'eS;, each ownina one truck, will reaiiire 20 drivers and 20 cleaners 
wlridi alone can enable them to make 4,500 miles per truck per montli. 
On the other hand, a fleet owner having 10 vehicles can perform the same 
mileage with 14 drivers and 14 cleaners. This is a clear saving available to 


Tr.ivcllin^^ Allowance. 



a fleet owner. Purthcr, the employees would get a fairer deal from the mana¬ 
gement operating 5 or 10 vehicles. In this connection, it will be pertinent 
to mention about certain labour laws regarding the hours of work of drivers 


Motor Transport Workers Act, 1961 

5.12. Tlic Motor Transport Workers Act, 1961, lays down that “no 
adult motor transport worker shall be required or allowed to work for more 
than 8 hours in any day and 48 hours in any week” (Section 13). It also 
Stipulates in Section 15(1) that “the hours of work in relation to adult motor 
transport workers on each day shall be so fixed that no period of work shall 
exceed five hours and that no such motor transport worker shall work for 
more thm 5^ hours before he has had an interval for rest for at least half 
an hour . Section 16(1) lays down that the rest of an adult motor trans¬ 
port worker shall.be so arranged that inclusive of interval for rest 

; ...• • shall not spread over more than 12 hours in any day’’. 

Ine expression hours of work’ includes the time during which a motor 
transport worker is at the disposal of the employer or of any other person 
entitled to claim his services and it includes (i) the time spent in work done 
durmg the running of transport vehicle; (ii) time spent in subsidiary work; 
and (iii) periods of mere attendance at intervals of less than 15 minutes. 
Ine tei^ subsidiary work’ includes loading and unloading and work in 
connection with the upkeep and repair of the transport vehicle. Section 3 
of the Act requires the management to provide facilities for rest-houses or 
such other suitable alternative accommodation at all places wherein motor 
transport workers are required to halt at nights. There are also provisions 
empowering State Governments to make rules in regard to imifonns for 
workers, payment of wages and leave salary, provision of medical and first- 
aid facilities, payment of extra wages for over-time etc. We have referred 
to these provisions of the Motor Transport Workers Act to show that none 
of the facilities indicated above would be available to workers of operators 
owning one or two vehicles each, even where they are covered by the pro- 
visions of the Act. It has corne to our notice that, in order to escape the 
liabilities under the Act, even bigger units having 10 vehicles each have split 
up into partnership concerns, each having two vehicles. It is not our pur¬ 
pose to go into the merits of these provisions of the Motor Transport Work¬ 
ers Act which appear to be desirable and necessary to prevent fatigue to 
drivers and thus help minimise accidents. What we would emphasise is that 
a small unit in the road transport industry cannot observe even the spirit, let 
alone the letter, of the legislation under existing co,nditions of high cost and 
low earnings. At any rate, if the small organisations are required to adhere 
to the Motor Transport Workers Act and Payment of Wages Act, they 
will not be "self-generating” and will deteriorate sooner than necessary 
under the prevailing conditions. However, a viable unit meaning a unit 
consisting of say 5 or 10 vehicles, will be in a position to observe the pro¬ 
visions of the Motor Transport Workers Act and still obtain a reasonable 
operational surplus. 


5.13. We have had the benefit of perusing a paper submitted by one 
of our colleagues entitled “A study of the cost of operation of transport 
v<mi(rics as a determinant of the need for and of the size of viable units” 
which is reproduced in the Appendix. Relevant extracts from this paper, 
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which explain the degree of saving in cost on account of labour, establish¬ 
ment and workshop, are reproduced below : 

“One way open is for the industry to help itself by having larger 
units which help to reduce the over-head expenditure on manage¬ 
ment and staff, leave and off-duty salaries for drivers and reduc¬ 
tion in the overall strength of drivers and cleaners. By having 
at least a mini m um fleet of 5 vehicles it will be possible to 
effect a saving of not less than Rs. 5,000 in the running cost 
per year per vehicle. The rationale behind this is as follows:— 

For one vehicle.2 drivers are necessary 

For two vehicles.3 drivers are necessary 

For three vehicles. . . .5 drivers are necessary 
For four vehicles.... 6 drivers are necessary 
For five vehicles.... 7 drivers are necessary 

“This applies to the number of cleaners also. As far as office and 
garages are concerned^ whether there is one vehicle or five 
vehicles, the management and staff would be the same, that is, 
in other words, whether the strength of the fleet is one or five, 
managerial expenditure would be constant. The saving by way 
of these would be Rs, 2,400 per vehicle. As a result of in¬ 
crease in the number of vehicles in the fleet, not resulting in 
increase in the strength of drivers in direct proportion, it being 
almost an arithmetical progression, the saying would come to 
about Rs. 1,500 per vehicle. Saving in leave salary, batta of 
drivers and cleaners, provident fund contributions and other 
administrative charges would be about Rs. 1,100 as a result of 
employing 7 drivers and 7 cleaners for 5 lorries instead of 
employing two drivers and two cleaners per lorry. , Thus there 
would be a total saving of Rs. 5,000 per year.” 

Saving from Workshop Facilities 

“A single vehicle owner will have no capacity to own a workshop 
nor will such a workshop be economical, if it services one 
vehicle only; it, therefore, requires minimum number of vehicles 
in order to keep itself fully engaged. The maintenance of a 
garage with certain minimum workshop facilities would go a 
long way to reduce the cost of repairs and expenditure on fuel 
and tyre and would also reduce the number of days the vehicles 
will have to be off the road due to breakdown etc. In a fleet 
of 3 tO' 4 lorries, the cost of investment and expenditure on 
maintenance for garage would be completely balanced by the 
saving effected in repair and maintenance charges. This would 
also have the effect of reducing the idle vehicle hours and in- 
. creasing vehicle utilisation thereby contributing to the establish¬ 

ment of a higher degree of efficiency in the transport organisa¬ 
tion. The garage and workshop would be utilised to the 
maximum extent possible if 10 vehicles are attached to the 
garage. The over-all saving, even after meeting all the expen¬ 
diture on the garage, would be Rs. 4.150 per truck per year. 
So the cumulative saving (saving consequent on pooling of 
drivers and cleaners and provision of garage facilities) would 
ibe about Rs. 9,150 per annum.” 
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The paper seeks to prove that, on account of savings effected from labour 
and workshop alone, the surplus would be of the order of Rs. 750 per month 
per vehicle. In other words> if a single vehicle can earn a profit of Rs. 200 
per month under the management of a single vehicle owner, a fleet operator 
owning 10 vehicles would be in a position to earn an additional Rs. 780 
per month per vehicle. Added to this, there are economies that could be 
realised from cheaper credit facilities available to big undertakings from 
banking institutions. 

5.14. We feel that the economies of large scale operation have been 
some what over-emphasised in the above study. Based on the data fur¬ 
nished, the savings for a unit of 5 or 10, as the case may be, increased from 
Rs. 20D to Rs. 980 per month. We feel that the economy of this scale 
may not be available in all parts of the country. We should take a realistic 
and conservative view of the savings that are likely to be generated and, 
in our opinion, the savings that would accrue may be less. 

Savings from interest charges 

5.15. As stated earlier, a single vehicle owner has generally no access 
to institutional sources of finance. He acquires his vehicle through hire 
purchase finance companies at rates which vary from 10% to 15% .(flat) 
for new vehicles. The effective rate of interest would be more or less 
double the hire purchase charge. At present, the effective hire purchase 
charges arc not less than 18% whereas a big undertaking can obtain credit 
from banks at 9% to 11% time rate of interest. The saving for a bigger 
unit which can oft’er security will be of the order of Rs. 150 per month. 
The net saving on account of labour, workshop and interest etc. may work 
out at Rs. 400 per vehicle per month. That is to say, the capacity to save 
between a single vehicle owner and a person having say 10 vehicles will 
be more than double. 

Earnings from booking agency 

5.16. The operational surplus will be still larger if we take into conside¬ 
ration the variations in freight rates. It is a fact that a bigger undertaking 
is always able to attract higher freights for its services than a single vehicle 
owner. As stated earlier, a single vehicle owner is compelled to accept 
whatever rate is offered to him by the booking agent because he is under 
obli'^ation to pay off the hire purchase instalments to the finance company, 
as in the event of default in payment, his vehicle is liable to be seized. A 
bigper operator, who faces no such risk, is able to command a better frci^it 
rate. There is a comnderablc margin between the freight rates charged by 
bio operators having their own booking agencies and small operators who 
have no such facility. Tlie big operators usually charge Rs. 1.50 to Rs 2 
per truck mile for their services, while small operators are prepared to offer 
their vehicles at rates varying from 75 paise to Rs. 1.25 paise per truck 
mile If an operator also has his own booking agency, the savings accruing 
to him would be larger. A single booking agency would be in a position to 
give its owner a profit of Rs. 1,200 per month after meeting establishment 
barges. A small booking agency will be in a position to provide services to 
say ten trucks at a time which means that an operator owning ten vehicles 
can- profitably have his own booking agency (which has to be at the place 
of origin and destination). 

Viable units in passenger transport services 

5 17 We have all along referred to the economies of goods transport 
operation- this is because there is imperative need for encouragement of 
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viable units in the field of goods transport as this is the only way to enable 
the small operators to have larger operational surplus and eneourage them 
to make further investment in the industry. There is not much difference 
between the economies of goods operation and passenger operation except 
that, in the case of the latter, the fare rates are fixed by Government and 
there are no fluctuations on account of the vagaries of the market conditions. 
There are also no middlemen in this business. As the State Government 
has ^eater control over the operation of passenger vehicles by way of 
restricting the permits and trips to be made to the required number, the 
timing of schedules etc. passenger service units cannot influence the earning 
very much. The flow of traflSc on a particular route is generally known. 
Nevertheless, a viable unit has the advantage of catering to an efficient 
service which will largely go in its favour than a unit having a single vehicle. 
In the field of passenger transport, unless the services are regular and effi¬ 
cient, the public will not patronise them. For this, a spare bus is absolutely 
necessary. It is impossible for a single vehicle owner to have a spare bus. 
It is from this point of view that encouragement of viable units in the passen¬ 
ger sector also is necessary. As in the case of goods transport the savings 
on account of labour and workshop will be available to passenger sector 
also. 

Conclusions 

5.18. We are of the view that a bigger unit will achieve better economy 
than a single vehicle owner and such a unit will be more efficient and provide 
better services to the public. Since we are required to lay down the mmimnni 
strength of a viable unit, which is necessary to promote economy in the 
provision of services, an attempt has been made to show that a bigger unit 
will have greater capability to earn and save as compared to a single vehicle 
operator in quantitative terms. If a single vehicle owner, in a given set 
of conditions, can earn a certain amount of profit, the same vehicle attached 
to a viable unit will be able to earn three times this profit. 

Optimum Unit 

5.19. Wc have not considered it necessary to indicate the optimum size 
of a unit, as there can be no hard and fast rule for determining this in the 
road transport industry. What is optimum for one region may not neces¬ 
sarily be so far another. Similarly, what is considered as an optimum size 
at one time may cease to be so later. In our view, a unit which is capable 
of having its own workshop and its own booking agency should be con¬ 
sidered as viable. A unit which can sustain these two services will not 
only be able to exist but also generate more funds for being ploughed back 
into the industry. It will thus be in conformity with the requirements of 
a ‘viable unit’, namely, that it will acquire the capability to exist and a'so 
to develop as a relatively independent economic unit. 



Chapter VI 

SCHEME FOR VIABLE UNITS 

6.1, In this Chapter, we propose to indicate our views about the size 
of viable units and the incentives necessary for the promotion of such units^ 
Viable units are necessary for accelerating the tempo of growth in the road 
transport industry consistent with the economic development of the country. 

Size of a Viable Unit 

6.2. We recommend that the road transport industry should be re¬ 
organised on a rational basis. To obtain the maximum advantages enume¬ 
rated in the preceding chapter, we consider that a viable unit should consist 
of at least ten vehicles in goods transport and five stage carriages, with 
a spare bus in the case of passenger transport. For an undertaking running 
passenger services, the maintenance of a reserve bus is desirable, as without 
such an arrangement, it will not be possible for the organisation to provide 
dependable service to the public. As we have indicated earlier, many 
States have laid down a provision for maintenance of a spare bus although 
the fleet requirement for spare bus differs from State to State. Some State 
Governments have prescribed one spare bus for every 5, some one for 7 
and some others one for 10 and so on. We feel that thebe should be a 
(Uniform basis of one spare bus for every five stage carriages. 

We do not recommend a spare truck for a goods transport viable unit. 
Since public carriers are not usually employed on scheduled services, it 
appears unnecessary to provide for maintenance of a spare vehicle by units 
engaged on goods transport. In recommending the above size of a viable 
unit for stage carriages, we have taken note that, on an average, a stage 
carriage will do 36,000 miles a year. 

Types of Viable Unit 

,6.3 In our scheme of things, a viable unit can be :— 

(a) of an individual, 

(b) a proprietory or partnership firm, 

(c) a joint stock company, public or private, 

(d) a registered cooperative society, including a service cooperative, 

(e) an association of vehicle owners, to be duly registered under 
law/rules to be framed for the purpose, if necessary. 

Test of Viable Unit 

6.4. The test of a viable unit in our scheme is that it should have, (i) a 
Central or unified organisation; (ii) provide facilities for booking of goods 
and passengers and (iii) provide repair, servicing and other facilities. Such 
a viable unit should be recognised under the Motor Vehicles Act. 

Viable Units vs. Permits 

6.5. In the evidence before us, it was suggested that a viable unit should 
be granted permits in its name without which it might not be able to exercise 
effective control over vehicles affiliated to it. We have given careful con- 
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sideration to this matter. While we agree, in principle, with this proposi¬ 
tion, considering the very large number of single operators who have to be 
persuad^ to form into viable units it may not be realistic to insist on per¬ 
mits being issued in the name of the association at this stage; Efforts 
^ould now be made to bring together the small operators by offering incen¬ 
tives. The Group recommends that incentives should be in the nature 
of a 10% rebate in the motor vehicles tax for members of newly formed 
viable units for a period of 5 years, preference in the matter of counter- 
signatures and grant of temporary permits, rebate in insurance premium, the 
same facilities which are available to big fleet owners regarding supply of 
tyres should be available to a viable unit including an association, avail¬ 
ability of spare parts at controlled prices, preference in licensing of booking 
agpnts, grant of import licences for spare parts, facilities for building work¬ 
shop and werehouses, and credit facilities through financial institutions 


How to organise Viable Units of single vehicle operators 

6.6. In conformity with our recommendations, persons, owning ten 
trucks or five buses in the aggregate, can join together and form an 
Association, to be duly registered, for providing servicing and repair facilities, 
making arrangements for booking and forwarding of goods and such other 
functions which will ensure more efiicient services. Every such Association 
should be a registered body and should discharge all such duties as may be 
prescribed by the State Governments. These Associations should also 
maintain proper records and accounts of the goods booked, freights charged, 
commission earned etc, by individual member operators. In such a set up, 
the proprietory rights over the vehicles will continue to remain with the 
owners of the vehicles and will not vest in the Association. In the same 
way, the permits will also remain with the member-operators, while the 
Association stands as an independent organisation giving service facilities 
to its affiliated members. Although such an Association will not itself be 
a viable unit, the members thereof will be considered as members of a 
viable unit and would be entitled to the same facilities and incentives as 
any other viable unit. These arrangements will involve a major departure 
from the schemes of viable units now in force in some of the States because 
the individual operators will not be asked to add more vehicles to their 
fleet nor will they be asked to posses proprietory rights and control over the 
vehicles in question, though they will have facilities of large-scale operations 
in spite of having a single vehicle each. The Association, however, will 
have operational control over the fleet. 

Right of operators to secede from viable unii 

6.7. If, for any reason, any member of a viable unit is dissatisfied with 
the working of the unit, he may secede from that particular unit and join 
another unit in the area. However, we would recommend that a member- 
operator should not be allowed to exercise this option oftener than once 
in a year. 

6.8. It is also essential that an owner of a vehicle should be a member 
of only one viable unit at a time. It is desirable too that the owners who 
get the vehicles registered in a particular district, enroll themselves as 
members of viable units in the area. In other words, owners of vehicles 
registered outside the district/State and, which operate occasionally in an¬ 
other area, should not be shown as members of a viable unit of the area 
in which they do not operate normally. 
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Service Co-operatives 

6.9. Small operators can also make their services viable by forming 
themselves into service cooperatives societies as in the case of associations. 
Such societies have already been formed in which the individual owner does 
not lose his identity and, at the same time, gets advantages like actual users’ 
import licences. 

Viable Units on voluntary basis 

6.10. We would strongly urge that no compulsion should be used by 
State Governments to form viable units. These units should^ spring up 
voluntarily or spontaneously. Persons interested in joining viable umts, 
so as to obtain certain benefits, which would not be available to them other¬ 
wise, should have all the facilities to form such units. On the other hand, 
if any operator is not willing to join such a unit he can continue to exist in 
the trade. However, we would plead that, in the interests of proper develop¬ 
ment of road transport, it is desirable that Government should take steps to 
educate small operators on the desirability of formation of viable units. _ it, 
in spite of the incentives, a single vehicles operator is not willing to join a 
viable unit, he will be allowed to continue to function. 

Effect o/ tax subsidies 

6.11. We consider that State patronage for the re-organisation of road 
transport industry is necessary, at least to a certain extent, in the 
stages. We, therefore, recommend tax concession in the form of subsM^ 
equivalent to lO^f of the amount of motor vehicle tax. This will not result in 
any diminution in the State revenues. The present revenue from motor' 
vehicle tax is estmated to be of the order of Rs. 70 crores n the coumtry, 
the share from commercial vehicles alone being Rs. 60 crores. 10% of 
this revenue would mean Rs. 6 crores. Perhaps, the share of each State 
may not exceed Rs. 50 lakhs per annum on average. It seems to us that 
the State Governments may afford to sacrifice revenue to this extent m t^ 
larger interests of the road transport industry. We have stated earlier that 
the amount of turn-over by brokers in this country may be of the order 
of Rs. 400 crores per annum. The re-organisation of the road toansp^ 
industry on the lines, suggested above, is expected to^ bring 50% of the 
goods booking work within the purview of viable units. Assuming thi-t' 
20% of the value of business handled by organised booking agencies re¬ 
presents the net surplus or profits of these units, the amount available to 
them would work out to Rs. 40 crores per annum. In other words, as 
against a sum of Rs. 6 crores, which might have to be expended by the 
Stote Governments by way of subsidies to viable units, the industry would 
gain additional profits to the extent of Rs. 40 crores per annum. Assuming 
that one half of this additional profit is ploughed back into the industry, 
there will be an in-built demand for 4,000 vehicles per annum. An increase 
in the number of motor vehicles of this order will, in turn, bring additional 
revenues which will outweigh the losses which the State Governments may 
suffer in the beginning. The scheme of tax subsidy that we have sponsored 
will not rcallv result in diminution of State resources; in due course it 
would increase their revenues on account of accelerated development of 
road transport industry. 

Role of Associations 

6.12. We visualise that, if our recommendations are implemented, at 
least 20 viable units will spring up in each district. In order to have proper 
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liaison between viable units and Government, it is necessary to form 
associations of road transport operators at district level, to begin with. We 
recommend, therefore, that in each district, road transport associations 
should be formed, to which viable units may be affiliated. All such dis¬ 
trict Associations should, in turn, be affiliated to a State Association and 
State Associations may, likewise, be affiliated to an All India Road Trans¬ 
porters’ Associations. That is to say, operators should find themselves 
associated not merely at the district level but should also find their way to 
national levels. The cause of road transport will be served better if the 
industry is suitably organised so that the operators are able to ventilate 
their grievances and seek redress in an effective manner through the forum 
of the associations. These associations should also play an active role in 
protecting the interests of their members. We have already referred to 
the need for statutorily recognising these units and implementing the recom¬ 
mendations of the Committee on Transport Policy and Coordination in our 
earlier Chapter. 

Nationalisation of road transport 

6.13. We understand that progressive nationalisation of passenger road 
transport services is the accepted policy of Governments and that nationali¬ 
sation of such services is proceeding on a phased basis. There are some 
States, like Gujarat and Maharashtra, where nationalisation of passenger 
services is near complete. In other States, the extent of nationalisation is 
comparatively less. On the whole, about 30% of the passenger services 
is in the public sector, at present. 

Goods transport is almost entirely in the hands of private operators now. 
The Committee on Transport Policy and Coordination has recommended 
that State Governments should make a beginning in the operation of goods 
transport services. This, according to the Committee, would not amount 
to nationalisation, but merely an attempt to forge a necessary instrument for 
strengthening the road transport industry as a whole and achieving co¬ 
ordination between different modes of transport in the interest of national 
economy. 

It seems to us that it may not be possible for the State Governments 
to find adequate resources, in the foreseeable future, to completely nationa¬ 
lise passenger services and make inroad in the field of goods transport. 
Nevertheless, there is a fear lurking in the minds of private operators that 
they will be thrown out of business, because of impending nationalisation. 
Consequently, they are reluctant to invest heavy amounts in the road trans¬ 
port industry. In order to remove this fear of the operators, we would 
suggest that the State Governments and Administrations of Union Terri¬ 
tories should decide the extent to which the passenger transport services 
provided by the private sector are inadequate and require to be supple¬ 
mented in the public sector, and also draw up and publish their time- 
schedules of nationalisation of passenger transport. Likewise, they should 
also examine whether it is necessary to enter the field of goods transport 
and, if so, formulate specific schemes in this regard for inclusion in the 
plans. If this is done, operators will know where exactly they stand 
vis-a-vis nationalisation and will be encouraged to invest in the road 
transport industry because they will have the' certainty that they will not 
be dislodged from their present business for a reasonable period. 

Viable Units of taxis 

6.14. In regard to taxi operation, we do not propose to spell out any 
specific scheme for formation of viable units because this trade is mostly 
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confined to cities and bigger towns where the operators have ready work¬ 
shop and other necessary facilities. Further, the taxi fares are revised, from, 
time to time, by the State Transport Authorities to ensure that the increase 
in the general cost of living does not eat into the profitability of taxi opera¬ 
tions. In the circumstances, we do not propose to make any recommenda¬ 
tion in this behalf. 

6.15. Before we conclude, we would like to make some observations in 
regard to follow-up action on our recommendations. Although several 
bodies went into different aspects of the road transport industry in the past 
and made several important recommendations, we find that there has been 
very little by way of practical implementation. It appears to us that one 
of the reasons for this situation is the absence of a suitable agency at the 
Centre to review the progress of action on the recommendations of the 
various bodies. We would, therefore, suggest for the consideration of the 
Ministry of Transport & Shipping that they may set up a separate imple¬ 
mentation and evaluation cell under them to watch and review follow-up 
action on our report and also of the reports of the other expert bodies 
appointed from time to time. 



Chapter VII 

SUMMARY OF MAIN CONCLUSIONS AND 
RECOMMENDATIONS 

1. Road transport has a number of advantages. It is speedy, efficient,, 
flexible and offers door to door service. By virtue of its ability to penetrate 
into the remotest parts of the land, at comparatively very low capital cost, 
mechanised road transport is best suited to break through the barriers of 
isolation and consequent stagnation in underdeveloped countries. (Para 1.1). 

2. Though several attempts were made by Governments to bring about 
proper organisation of road transport industry, these have not yielded the 
desired results as the issue was viewed from the angle of rail-road co¬ 
ordination (Para 1.2). 

3. During the post-war period, several State Governments used com¬ 
pulsion as well as persuasion to organise individual operators into bigger 
units (Para 1.7). 

4. For the first time, the Planning Commission emphasised the need for 
formation of viable units in goods transport in 1954. They recommended 
that incentives should be given to viable units of goods vehicles by granting 
them permits for periods of five years. (Para 1.8). 

5. In pursuance of the recommendation contained in the first Five Year 
Plan, some State Governments introduced rules in their Motor Vehicles 
Rules for preference to viable units in grant of permits. (Para 1.9). 

6. Side by side with all attempts for reorganisation of road transport 
industry into bigger units, permits were also issued liberally without regard 
to size or number of vehicles owned by the persons concerned. Tliis position 
continues even today. (Para 1.18). 

7. There is a mis-apprehension among some sections of public that 
viable units are favoured in the country in order to oust the small operators 
from the business. (Para 1.18). 

8. The provisions of the Income Tax Act and the Motor Transport 
Workers Act are not such as to encourage the formation of viable units. 
(Para 1.18). 

9. Road transport industry, unlike other service industries, has some 
peculiar features; it is highly decentralised and is generally comparable to 
small scale industries with the difference that it is capital intensive. This 
is one of the reasons why it is dominated by small owners. (Para 2.15). 

10. None of the organisations or persons, who tendered evidence before 
us, gave a precise definition of an optimum road transport unit on the basis 
of cost and operational results. TTic views expressed by them were not 
supported by facts. (Para 3.1). 

11. The position varied from State to State in regard to the concept of 
a viable unit, the incentives available to them, the degree of success in 
Government’s policies, the present stage of development, the recent trends 
in dissolution of viable units, the economic benefit of such units etc. (Para 
3,2). 
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12. Punjab is the only State which gives a 10% concession in motor 
vehicles tax to bi^er units owning more than 10 vehicles, in addition to 
preference in the grant of permits to viable units. {Para 3.3). 

13. In some of the Southern States, the bieger undertakings have to 
maintain spare buses which arc not subjected to motor vehicle tax. (Para 
3.3). 

14. According to State Governments, tliere was some measure of suc¬ 
cess in the formation of viable units in Madhya Pradesh, Madras, Manipur 
and Tripura. In other States, there has not been any significant improve¬ 
ment. Small owners* constitute 98% of the total even now. (Paras 3.4 
to 3.6). 

15. In spite of an impressive growth of road transport in this country 
over the last 15 years, the rate of development has not been commensurate 
with the requirements of the economy. In respect of 22 industries (includ¬ 
ing transport equipment) for wliich growth indices are available tor the 
years 1955-56, the rate of growth of transport equipment industry’ is less 
than that in 16 other industries during the same period, (Para 4.2). 

16. On the basis of the exisdng statistical data and the findings of the 
Planning Commission, it may appear on the surface that there arc condi¬ 
tions of ‘sellers market’ in the road transport industry—a situation which is 
conditioned by shortage of transport supply and hi^er prices for transpor¬ 
tation. But in practice, this is far from true, particularly in the case of the 
trucking industry. (Para 4.2). 

17. In spite of the admittedly lower transport capacity and considerable 
increase in prices of all commodities in general and motor vehicles, motor 
vehicles components and motor fuel, in particular, the prevailing freight 
rates have not increased to the same extent; in certain regions, tliey had, 
in fact, declined. This situation needs to be corrected. (Para 4.2). 

18. The uneconomic levels in transport prices can be attributed to the 
disorganised state of the industry which is dominated by small owners. 
(Para 4.5). 

19. It is reasonable to believe that we have in this coimtry a large 
number of booking agents, running into thousands, the majority of whom 
do not have vehicles of their own. There are many disadvantages of such 
booking agents. Their methods of working are irrational, arbitrary and 
lead to exploitation of small operators. (Para 4.6). 

20. It is estimated that the annual turnover of freight charges collected 
by booking agencies in this country is of the order of Rs. 4(X) crores. _ An 
important sector of this industry is so far not subjected to any control either 
by the State or by the Centre. (Para 4.7). 

21. There is imperative need to control booking agencies and bring them 
under a measure of discipline. (Para 4.7). 

22. Licensing of booking agents, by itself, will not yield the desired 
results. We recommend that uniform model niles should be drafted spelling 
out details of licensing, accounting, hours and place of business, terms on 
which load may be offered to transporters, commission to be charged, 
vouchers to be used, the records to be maintained, the minimum number of 
vehicles to be owned, provision of storasre facilities liability against pilfe¬ 
rage, theft or loss of goods etc. (Para 4.7). 

*The expression “small owner” refers to owners having 1 or 2 vehicles. 
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23. It is desirable that the working of booking agencies is gone into in 
greater detail to enable the drafting of guidelines for regulation of this sector. 
(Para 4.7). 

24. No precise trends can be drawn in the matter of cost of operation 
of vehicles as between a single vehicle owner and a fleet owner due to 
various reasons. Road transport costs are peculiar since two thirds thereof 
are in the nature of variable expenses. (Para 4.8). 

25. Economy in operational cost though very important is not the only 
guiding factor for determination of a viable unit; it is the net operational 
surplus which is more relevant for this purpose. (Para 4.9). 

26. The net earnings for a given unit of utilisation of a truck are less 
in the case of small operator than in the case of a fleet owner. (Para 4.1D). 

27. Since a small operator has little capacity to regulate or economise on 
the cost of operation and since he cannot improve his image in the eyes of 
the traditional financial agencies, there is no escape to organising the indus¬ 
try into economically viable units. This would improve the operating capa¬ 
city as well as credit-worthiness of operators. (Para 4.12). 

28. The life expectancy of a vehicle owned by a fleet operator is greater 
because of preventive maintenance. A small owner cannot afford to have 
workshop or servicing facilities of his own. For this reason also, viable 
units are necessary. (Para 4.13). 

29. Small owners find it difficult to obtain spare parts at controlled 
prices. Apart from assured supply, a big operator has the advantage of 
getting favourable prices from manufacturers or distributors of these items, 
especially tyres. (Para 4.14). 

30. The transport services by small operators are unreliable. Generally, 
they do not adhere to rules. They have no fixed place of business. It is, 
therefore, difficult to watch their transactions. Under compulsion, they work 
round the clock and are easily prone to accidents. Small operators suffer 
frequent harassment and exploitation at octroi and other check-posts 
(Para 4.16). 

31. In spite of Government’s policy of nationalisation of passenger 
services, formation of units in this field .should be encouraged. (Para 4.19).’ 

32. The growth of associations in road transport industry has not been 
uniform. In a fevy States, the associations are not active. On the other 
hand, in some other States, they are found to be well developed and serve 
a very useful purpose. (Para 4.20). 

33. Some of the services which the associations should perform are : 

(i) to maintain liaison between Government and transporters; 

(ii) secure facilities for import of spare parts, tyres, tubes and other 
scarce commoditiesj; 

(iii) facilities for giving repair and servicing; 

(iv) facilities for booking, collecting and forwarding of goods; and 

(v) to secure legal assistance. (Para 4.20). 

34. There is need to foster and recognise unions of motor vehicle opera- 
dors or Associations of viable units. Since there will be a large number of 
such units in every district headquarter and large town, the need to regulate, 
if not, restrict, mutual rate cutting cannot be over-emphasized- 
iPara 4.21). 
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35. Suitable action may be initiated to recognise the associations of 
roads transport operators wherever they exist, and to encourage their forma¬ 
tion, where they do not. Necessary rules for such recognition may be framed 
under section 47 of the Motor Vehicles Act, 1939. {Para 4.22). 

36. Such associations of road transport operators should have both 
specific functions and responsibilities. (Para 4.22). 

37. A literal interpretatioii of the provisions of the State Motor Vehicles 
Rules reveals that, in defining a viable unit, stress was laid on the persons 
owning vehicles rather than pooling of the requisite number of vehicles. 
(Para 5.1). 

38. A viable unit is one which ft capable of existence and develop¬ 
ment as a relatively independent economic unit. (Para 5.2). 

39. A viable unit in road transport industry should have lower cost 
of operation and higher earnings for a given unit of service. (Para 5.3). 

40. The operational surplus, at a given cost, is determined by utilisa¬ 
tion of vehicles and prevailing fare and freight rates. 

41. According to a few studies undertaken in the past, it appeared that 
some single vehicle operators enjoyed economy in cost. This cannot, how¬ 
ever, be said to be universally true. Differences in economy of ^sile are 
relevant only when all other items of cost and conditions governing them 
remain constant. Apparently, in these studies, the scientific method had 
not been adopted. (Para 5.5). 

42. There are certain facts wihch are self-evident. These are : (i) 
that the cost of acquiring credit is smaller for big operators; (ii) that with, 
relatively small management, it is possible to have a larger fleet; (iii) that 
economy in cost would be greater in the event of having own servicing 
and repair units which are feasible only in the case of bigger undertakings;; 
(iv) that the earnings arc larger for bigger units having their own book¬ 
ing agencies; (V) that bigger units can get assured supply of tyres, spare 
parts, fuel etc., at more advantageous price; and (vi) that the larger units 
are less prone to pressures. (Para 5.6). 

43. Transport vehicles will have to run a certain minimum mileage, if 
an enterprise ft to exist and develop. (Para 5.10). 

44. If a vehicle is to be economically employed, it requires at least 
two drivers and two cleaners. (Para 5.10). 

45. The operation of buses, which perform fifty miles a day are, 
prima jade, uneconomic and the organisations concerned may sooner or 
later disintegrate. (Para 5.10). 

46. The large number of single vehicle operators in this country can¬ 
not exist, leave alone, have the capacity to develop, under the prevailing 
freight rates, if they adopt healthy trucking practices. (Para 5.10). 

47. A small unit in the road transport industry cannot observe either 
the spirit or the letter of the provisions of the Motor Transport Workers 
Act, 1961, under existing conditions of high cost and low earnings. 
Hoiwever, a viable unit, owning 5 or 10 vehicles, will be in a position to 
comply with these provisions and still obtain a reasonable operational 
surplus. (Para 5.12). 

48. The capacity to save between a single vehicle owner and an owner 
having, say, ten vehicles will be more than double. (Para 5.15). 
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49. A motor vehicle has a potential to earn more profit if the enter¬ 
prise to which it is attached has bookinB facilities. (Para 5.16). 

50. A transport unit which can maintain a -booking agency and a 

TOrkshop will not only be able to exist but also generate more funds for 
being ploughed back into the industry. It will thus be in conformity with 
the requirements of a viable unit, namely, capability to exist and also to 
develop as a relatively independent economic unit. (Para 5.19). ’ 

51. We recommend that the road transport industry should be re- 
orgamsed on a rational basis. To obtain the maximum advantages, we 
consider that a viable unit should consist of at least 10 vehicles m goods 
transport and 5 stage carriages with a spare bus in the case of passenger 
transport. We do not recommend a spare truck for viable unit in goods 
transp>ort. In recommending the above size for stage carriages, we have 
■assumed that a stage carriage will do 36,000 miles in a year. \Para 6.2). 

52. In our scheme of things, a viable unit can be :— 

(a) of an individual 

(b) a proprietory or partnership firm. 

(c) a joint stock company, public or private 

(d) a registered cooperative society, including service coopera¬ 
tives 

(c) an association of vehicle owners to be duly registered under 
law/rules to be framed for the purpose, if necessary. (Para 
6.3). 

53. The test of a viable unit in the goods transport field is that if it 
should have (i) Central or unified organisation of any character; (ii) pro¬ 
vide facilities for booking of goods and passengers; and (iii) provide 
repair, servicing and other facilities. (Para 6.4). 

54. We agree, in principle, witli the suggestion that a viable unit should 
be granted permits in its name without which it might not be able to exer¬ 
cise effective control over vehicles affiliated to it. However, considering 
^ very large number of single operators who have to be persuaded to 
form into viable units, it may not be realistic to insist on permits being 
issued in the name of an association at this stage. Efforts should now be 
made to bring together the- small operators by offering incentives in the 
nature of a 10% rebate in the motor vehicles tax for members of newly 
formed viable units for a period of 5 years, preference in the matter of 
counter-signatures and grant of temporary permits, rebate in insurance pre- 

tn® same facilities which are available to big fleet owners regardin^^ 
supply of tjres should be available to a viable unit including an associa- 
availability of spare parts at controlled prices, preference in licensing 
of poking agents,_ grant of import licences for spare parts, facilities for 
l^d etc. for building workshop and warehouses, and credit facilities 
through financial institutions. (Para 6.5). 

55. In our scheme of things, persons having ten trucks or five buses 
can tonn an association to be duly registered. Such associations should 
mamtain booking and forwarding agency, servicing and repair facility, keep 
proper accounts and records and perform such other duties as may be 
pr^cribed by the State Government. The members of such an association 
will be considered as members of a viable unit. (Para 6.6). 
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56. Member-operators of an association will have the right to secede 
from the association, if they are dissatisfied with its working. However, 
they should exercise this option not oftener than once in a year. (Para 6.7). 

57. The owner of a vehicle should be a memlier of only one associa¬ 
tion at a time. It is Slso desirable that the owners who get the vehicle 
registered in a particular district also enroll themselves as members of 
viable units in, that area. (Para 6.8). 

58. Small operators can also organise themselves into service co¬ 
operative societies for providing the common facilities, referred to earlier. 
The members of such a society will also be considered as members of a 
viable unit. (Para 6.9). 

59. We would strongly urge that there should be no compulsion by 
State Governments in the formation of viable units. These units should 
spring up voluntarily and spontaneously. (Para 6.10). 

60. The expenditure likely to be incurred by State Governments on 
account of tax rebate to viable units, which we have recommended, wiU 
be about Rs. 6 crores per annum. The share of each Government will not 
exceed Rs. 50 lakhs per annum on average. But this would give the 
industry an additional income of Rs. 40 crores per annum and might well 
create a demand for an additional 4,000 vehicles per annum. The schemes 
of subsidy would, therefore, increase the State resources op account of 
accelerated growth in the road transport industry. (Para 6.11). 

61. There should be a net work of transport associations in the 
country, the last rung in the ladder being ‘viable units’. These viable units 
might be affiliated to district associations, the district associations affliated 
to State associations and State associations to all-India associations. 
(Para 6.12). 

62. The cause of road transport will be better served if the industry 
is suitably re-organised so that the operators are able to ventilate their^ 
grievances and seek redress in an effective manner through the forum of 
associations. (Para 6.12). 

63. In order to remove the uncertainty in the minds of private operators 
in regard to nationalisation of road transport services, we suggest that 
State Governments should draw up and publish their time schedules of 
nationalisation programmes. (Para 6.13). 

64. We do not make any rccommendaiotn on behalf of taxi trade. 
(Para 6.14). 

65. Although several expert bodies went into diflerent aspects of the 

road transport industry in the past and made a number of important 
recommendations, there has been vc^ little by way of practical implemen¬ 
tation. One of the reasons for this situation appears to be the absence of a 
suitable agency at the Centre to review the progress of action on the 
recommendations of the various bodies. The Ministry of Transport and 
Shipping may consider setting up a separate implementation and evaluation 
cell under them to watch and review follow-up action on our report and 
also of the reports of the other expert bodies, appointed from time^Jo^ time-^ 
(Para 6.15). -- 
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ANNEXURE I 


iTo be Answered by the Departments of the State Governments 
and Union Administrations dealing with the Administration 
of the Motor Vehicles Act and Rules and Motor Vehicles 
Taxation Act and Rules) 

Part I—General 

1. Kindly furnish statistics of motor vehicles, stage 
carriages, public carriers, contract carriages 
and non-transport vehicles, if any in the State/ 

Union Territory as on 31-3-65. 

2. Vehicle population ratio (the number of vehicles per 
1,000 population) : 

(a) State carriages (buses). 

(A) Public carriers. 

(c) Contract carriages :— 

(i) Motor cars (taxis) 

(u) Motor cabs (3-whccleis like auto-rickshaws). 

(lii) Contract carriages of higher seating capa¬ 
city. 

3. Number of operators in the State/Union Territory 
according to the number, of vehicles owned and the 
form of management : 

(а) Stage carriages (Particulars to be filled in the 
proforma attached). 

(б) Public carriers, 

(c) Motor cabs (Taxis). 

4. Whether the State/Union Administration had at 
any time in the past, or has currently fixed the strength 
of fleet in the case of a viable unit. If so, what is 
the strength prescribed for— 

(a) Stage carriages, 

(b) Public carriers. 

(c) Motor cabs (Taxis), 

5. (o) Where the strength of a viable unit was/has 

'been fixed, what/are the incentives given and 
the regulatory methods adopted to encourage the 
formation of such units ? 

(b) What, in your opinion, has been the progress 
in this direction during the last 3 years? 

6. Kindly indicate the tax structure (rate of motor 
vehicles tax and other taxes if any) applicable to 
the following category vehicles as on 1-4-65 :— 

(а) Stage carriages (buses). 

(б) Public carriers. 

(c) Motor cabs (Taxis) 

7. Please indicate whether any concession in tax is given 
to viable units, 

S. The present fare/freight structure (with maximum 
and minimum rates) for— 

(a) Stage carriages (buses). 

(b) Public carriers., 

(e) Motor cabs (Taxis). 
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9. What are the other levies and fees payable in res* 
pect of a vehicle ? Please furnish the information 
under the classified headings and also indicate the 
intervals at which these charges are payable ? 

10. What is the route length or area of operation per¬ 
mitted in respect of stage carriages and/or public 
carriers in the State/Union Territory ? 

11. What is the maximum laden weight in kilograms 
ordinarily permitted in the State/Union Territory ? 
(If different maximum are fixed for different terrains 
or classification of goods, they may be furnished 
under classified headings). 

Part II—Views and Opinions 

12. What, in your view, should be the guiding princi¬ 
ples in determining the size a fleet of— 

(а) Stage carriages. 

(б) Public carriers. 

(c) Motor cabs (Taxis). 

for efficient operation and economic maintenance of 
the service ? 

13. What, in your opinion, should be the optimum 
size of a fleet which can be called a viable unit in 
respect of— 

(<j) Stage carriages. 

(fi) Public carriers. 

(c) Motor cabs (Taxis). 

14. What, in your view, are the factors which inhibit 
the formation of viable units of road transport opera¬ 
tions and what measures would you suggest to re¬ 
move these inhibitory factors ? 

15. What are the regulatory measures, statutory or 
otherwise, that may be necessary for the .speedy 
creation of such viable units ? 

16. Are you aware of any tendency of the bigger units 
disintegrating into small ones ? If so, what are 
the reasons for it and what remedy would you 
suggest to prevent such disintegration ? 

17. Where a particular owner/undertaking holds vehi¬ 
cles with permits granted in more than one region, 
or State, should the fleet strength of such owner/ 
undertaking be reckoned with regard to the total 
number of vehicles held by him/it or separately 
with regard to the number of vehicles held in individual 
regions or States ? 

18. Where an owner/undertaking holds permits for 
more than one category of vechicles, viz.— 

(а) Stage carriages. 

(б) Public carriers. 

(c) Motor cabs (Taxis). 

should the fleet strength be reckoned with reference 
to the total number of permits held by him/it or 
separately with reference to each category of permits, 
viz. stage carriage permits, public carrier’s permits 
and contract carriage permits ? 

19. What method would you suggest for the speedy 
formation of viable units and would you recommend 
any one or more of the following for the formation 
of such viable units ;— 

(a) by grouping of permits in an aiea or route as 
follows ;— 



(i) cities. 

(iO towns. 

(Hi) suburban routes, 

(iv) intra-District and intra regional routes. 

(v) inter-District and intcr-Regional routes. 

(vi) inter-State routes. 

(vii) express services, 

(b) by grouping individual managements in a 
particular principal place of business. 

(c) By forming cooperative societies or companies; 
registered under the companies Act or partner¬ 
ship firms (without losing their identity or 
deriving their piofits separately) without sur¬ 
rendering the individuality by encouraging 
small operators to build up viable units by grant 
of permits or transfer of permits. 

20. Do you consider that, in order to maintain the 
‘viable unit’ in an efficient manner conducive to the 
interests of the public, the owner or the organisation 
of the unit should bo given Government patronage ? 

If so, in what manner ? 

21. Should any ceiling be placed on the size of fleets 
to prevent monopolistic tendencies and creation ol 
vested interests ? If not, what safeguards would 
you sugge.st against such tendencies ? 

22. Do you think that any statutory provision is neces¬ 
sary for the formation of association ot transport 
operators at State and regional levels ? )f so. 
what specific function and responsibilities would you 
suggest for .such association ? 

2.1. Is joint ownership of vehicles a pre-requisite of a 
viable unit or can viability be achieved by some 
sort of loose association ? Give your views on 
it. 

24. Are there one or more Statewide or regional asso¬ 
ciations of transport operators functioning in thc 
State/Dnion Territory 1 If so, please give its/ 
their iiame(s) and the names of its/their office bearers 
as known to you ? 

25 Have any of these associations teen recognised by ther 
State Government/Union Administration ? 

26. Do you ever consult members of this association ? 
If so, generally on what occasions ? 

27. What do you think arc the role and responsibilities of 
this ussociation towards (i) Governnienl; (h) its 
members; and (iii) the society at large. 

28. To what extent, in your opinion, can thwe asso¬ 
ciations be relied uopon to perform such functions 
as may be necessary in the public interest to be 
performed by road transport industry ? 

29. Can members of these associations be given some 
facilities and/or concessions, as distinct from non- 
membars, such as those given to members of the 
automobile associations now functioning in some 
parts of the country ? 

30 . Do you think that such an association should be 
granted any privileges or rights over its members,, 
if so, whether these should be statutorily granted oi 
by executive orders 7 



Proforma 

(Question No. 6 in Purl I) 

Stage Carriages!Public Carriers!Contract Carriages {Motor cabs-Taxis only) 
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Questionnaire for Operators and others 
[Part I A—(Stage Carriages and Contract Carriages) 

1. Nanjc of the undertaking/owner. 

2. Address of the undertaking/owner. 

3. Form of management : 

(o) Individual. 

(by Partnership. 

(c) Association of persons other than partner¬ 
ship. 

(d) Hindu undivided family. 

(e> Co-operative Society/Private Ltd., Company. 

(/) Public Limited Company. 

(g) State Road Transport Corporation. 

(A) Departmental Undertaking of State Govern¬ 
ment or Union Administration. 

4. Number of vehicles owned and or 


No. of vehicles 


Owned 

Owned 

Owned 

and 

by 

by the 

managed 

others 

under- 

by the 

but 

taking/ 

under- 

managed 

managed 

taking/ 

by the 

by 

owner 

under¬ 

taking/ 

owner. 

others 


Total 

(а) Stage Carriages 

(б) Motor cabs (Taxis). 


Number in 


Petrol Diesel Total 

driven driven 


5. Permitted seated passenger capacity 
of buses (the number of standing 
passengers, wherever allowed, should 
DC shown separately in brackets). 

(a) Up to 20 passengers 
(h) 21 to SO passengers 
(c) 51 to €0 passengers. . 

(dy Above 60 passengers. 

Total 
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6. Number and types of pennits ■ No. of No. of Total 

permits buses route 

' ’ • • : • length 

(u) Stage Carriages. 

(0 Inter-State routes , , 

(iV) Inter District/Regiona! routes 
(ii’O Intra-District/Regional routes. 

(iv) City Service/Town Service 

routes. ... 

(v) Spare buses or Reserve buses. 


(6) Motor Cabs (Taxis) No. of vehicles with permits. 

(i) Intra-State operation- . . 

(//) Intcr-district/regional opera¬ 
tion . . . . . 

(tit) Intra-district/regional opera- . 
tion. 

(iv) City or town operation 

7, If you own only one vehicle, do you 
drive it yourself ? 

What is your total present investment 
• in vehicles and how much of this 
' amount has been raised by loan from 
-hire-purchase finance agencies and other 
sources ? 


Total number of persons employed : 


(A) Operational 
Staff 

Pay 

per 

head 

Allowance 

per 

bead 

Total 

Cost 

No. of 
persons 

Total cost 
of staff 


head 


Monthly Per 
Diem 




- ■ 



(a) Drivers 
(f>) Conductors 
(c) Cleaners . 

(ri) Inspectors 
and other 
checking 
staff. 

(B) Administrative Staff. 

(t) Managers 
(t'O Accountants 
(il'O Clerks. 

(C) Maintenance (Please furnish this information only if the undertaking/ 

Staff. owner has a garage of its own). 

(/) Mechanics 
(if) Foremen. 

10. (a) Total average service performed per day in Kms. 
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Stage Carriage services 

Average 

Average 

Percentage 

No. of 

service 

of 


operations 

milftigc 

vehicle 


per day 

per day 

utijisev 

tion 


1 

2 

3 


1. Vehicles wiih capacity of 20 passen¬ 
gers. 

2. Vehicles with capacity of 21 to 50 
passengers. 

3. Vehicles with capacity of 51—60 

passengers. 

4. Vehicles svith capacity of 61 and above 
passengers. 

5. Utilisation of spare buses. , . . 

6. Total avertige service mileage per day 

(b) Motor Cabs (Taxis) Average performance per day in Kms. 


earning Non- Total 

kilomete- earning kilo- 

rage kilo- meterage 

meterage 


(c) Stage Carriages. 

The average no of days for which the vehilcics remained unused or idle during 
the year. 


Inter Inter Intra- City 

Rotite buses State. District , District/ Service/ 

routes regional regional Town 

routes routes Service 


(«/) Motor Cabs (Taxis). Average no, of days of non- 

utilisation. 

II. Service facilities. 


(a) Have you got a work.shop of your 
own 7 If so, what are the facili¬ 
ties provided therein for 

(0 major overhauls; 

(it) minor repairs and routine 
maintenance. 

(b) If the iindertaking/owner has no 
garages or workshop of its own 
how often are the vehicles taken 
to a private workshon for main¬ 
tenance and repairs 7 

(c) Are you satisfied with the charges 
and the quality of the service 
rendered by the private repair 
shops 7 

(d) What arrangements do you have, 
if your vehicle breaks down cn 
route 7 
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(e) How many days, normally per 
vehicle, arc lost in a year on 
account of : 

(i) major repairs 
(/»■) minor repairs 

(f) Do you think you can reduce 
these idle days if you had your 
own servicing arrangements ? If 
so, to what extent ? 

(g) How many vehicles do you think 
you should own before you can 
set up a workshop of your own ? 

12. Spare parts 

(a) Do you experience any difficulty 
in getting spare parts from the 
market 2 

(A) Are you satisfied with the quality 
and prices 2 

(c) Are you getting actual users' Im¬ 
port Licence either as a fleet- 
owner or as a membrr of a co¬ 
operative society 2 

(cf) What will be the extent of savin« 
(indicate the percentage) in the 
cost of maintenance etc,, if you 
import spare parts directly frorn 
the manufacturers on A.U. basis ? 

13. Furnish particulars of the cost of 
operation of stage carriages and con¬ 
tract carriages in the proforma attached. 

14. What is the average mileage per¬ 
formed by a vehicle (for the last three 
years) 2 

15. Cost of operation per passenger 
kilometer (give figures for last three 
years). 

16. Profit per passenger kilometer ex¬ 
clusive of depreciation and all othei 
expenses. 

17. Does this profit exclude your own 
wages; if not , what do you estimate 
your wages to be 2 

18. What is the rate of return on youi 
capital 2 

19. Do you consider it 

(а) reasonable; 

(б) low. 

20. Are you in favour of getting hour 
work in the RTA or STAs office 
done through your associations; if 
not, why 7 

21. Are you in a position to provide, 
of your own, resting and other faci¬ 
lities to your drivers e« route or would 
you like to join others in providing 
common facilities for the comfort of 
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your crew en route or at the destina¬ 
tions ? if you prefer to join other^ 
what help, if any, would you need 
from Government in this respect ? 

22 Do you think that if you own more 
st^ge carriages/contract carriages^ say 5, 
you would earn more per vehicle per 
year. If so, what is likely to be 
the increase in the revenue. 

23. Do you think that you could curtail 
your present expenditure it you had 
a larger nuniber of vehicles ? If 
on which of the following items the 
expenditure can be reduced and to 
what extent 

(a) rate of borrowing from finance 
companies. 

(A) purchase of spare parts. 

(c) servicing of your vehicles. 

(Please indicate the approximate per¬ 
centage of saving asainst each of the 
above items of the number of vehicles 
owned by you was ?, 10 and 20) 


Proforma 

Cost of Operation of Stage and Contract Carriages 

(Depreciation based on written down value ct 10 years/S years) 
'■ for each vehicle of different passenger capacity and service. 

(n) (0 Registration No. 

(i/) Make and Model. 

(Hi) Type. 

(fv) Nature of service. 

(A) Initial cost of the bus. 

(c) Capacity No. of Passengers scats 
(Standing passengers) if any, should 
be shown separately in brackets. 

(A) Permitted daily service in kilometers. 

(e) Average no of working days in a year. 

(/) Rate of fare per passenger in Kilo¬ 
meter, 


(g) Average annual written down cost 
of depreciation on the basis of 10 
yetir and 5 year period, 

(A) Average fuel consumption per day in 
litres, 

(J) (0 Average cost of fuel per day. 
(iO Average cost of lubricating oil 
per day. 


Totac 

(A) Average cost of pay for drivers and 
conductors per day. 

(/) Average cost of other Establishment 
per day. 
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(m) Cost of repair and maintenance per 
day. 

(«) Interest on capital at Bank Rates 
per year. 

interest on capital at Bank Rates per 
day. 

(o) (/) Cost of insurance per year. 

(«) Cost of insurance per day. 

(p) Other expenses per year. 

Other expenses per day. 

ABSTRACT COST PTR DAY 


Total cost ju r day 

(<?) Average earning per day. 

(/) Collection from passenger fare 

(Ji) Collection from freight on luggage 
or goods . . 

(Hi) TOTAt. 

(r) Average co.st of operation per day 
(as per abstract above). 

( 4 ) Average net profit per day. 

(t) Average working cost per kilometer 
in paise. 

(u) Average earning per kilometer in 
paise. 

General Reaiarks 
Part (I B (PUBLIC CARRIHRS) 

1. Name of the undertaking/owncr, 

2. Address of the undertaking/owncr, 

3. Form of management. 

(«) Individual 

(b) Partnership. 

(c) Association of persons other than 
partnership. 

(d) Hindu undivided family, 

(e) Co-operative Socieiy/Private Limit¬ 
ed Company. 

(/) Public Limited Company. 

(g) State Road Transport Corpora¬ 
tion. 

(h) Departmental undertaking of the 
State Government. 
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4. Number of vehicles owned and/or 
managed at the end of the year J%4. 


Number 

of vehicles 


owned 

owned 

owned 

and 

by 

by 

managed 

others 

the 

bv the 

but 

under- 

under- 

managed 

taking 

taking 

' by 

but 


the. 

managed 


under- 

by 


taking 

others 


(a) Trucks ..... 

(b) Trailers. 

(c) Tractor-trailers .... 


1 

(d) Articulated vehicles or other trac¬ 
tor—trailer combinations. 



Xe) Total. 



5. Garrying capeity of the vehicle 




Number of trucks 

No. of 
trailers 


Petrol Diesel 


(1) (2) 

(3) 

6. Registered laden weight and permitted 
laden Weight of the vehicles. 

Registered Permited laden weight 

hiden weight if it is less than R.L.W. 

Number of truck.s 
permitted 

Number 

of 

trailers 

pcrmitletl 


Petrol Diesel 


(1) (2) 

(3) 


(a) This information may be given in 
the ascending order. 


(b) R.L.W. and/or PX.W. as the case 
may be. 

(c) according to the slabs in the 
Taxation Schedule in the State. 

7. If you own only one truck, do you 
drive it yourself ? 

8. What is your total present investment 
in vehicles and how much if it has 
been raised by loan from hire-pur¬ 
chase finance agencies and other 

sources ? _ 

9. Number of regular permits Number of trucks No. ot 

permitted traders 

, _-, permitte4 

Petrol Diesel 


(a) Multi-state .... 

(b) Inter-State .... 

(c) State-wide pennits 

(if) Intra-State (inter-regional) 

(f) Regional (confined to one Region) 
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10. Ternporarj' permits ; 


Number 

of permits obtained during 

the year 


valid for 

1 

3 

3 

4 

months 

months 

months 

months 


(а) Inter-State (upto a dist¬ 
ance of 500 miles or 800 
kilometers) 

(б) Inter-State (more than 
500 miles or 800 kilo¬ 
meters) 

(c) Intra-State 

11. Number of persons employed : 


Staff 

Allowance per head Total 

per 

head 


Operational ; 

(/) Drivers. 

(W) Attendants, if any. 

(///) Cleaners. 

(iv) Inspectors. 

Administrative : 

Managers, Accountants, 

Clerks etc. 

Maintenance : (This information need be furnished only if the owner/undertakini! 
has a separate tarage or repair shop of its own). 

Mechanics, 

Foremen etc. 

12. (a) Do you have a workshop of your 
own ? If so, what facilities are 
provided therein for— 

(0 major overhauls; and 

(a) minor repairs and routine 
maintenance. 

(b) If the undertaking/owncr has no 
garage or workshop of its own, 
how often are the vehicles taken 
to a workshop for maintenance and 
repairs ? 

(c) Arc your satisfied with the charges 
and the quality of the service 
rendered by the private repair 
shops ? 

(d) What arrangements do you have 
if your vehicle breaks down en 
route ? 


Number 

of 

persons 

employed 


Total 


cost 

staff 


of 


Monthly Per diem. 
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(e) How many days, nonnally per 
vehicle, are lost in a year for— 
(0 major repairs. 

O'O minor repairs. 

(/) Do you think that you can reduce 
these idle days if you had your 
own servicing arrangements ? If 
so, to what extent ? 

(g) How many vehicles do you think 
you should own before you can 
set up a workshop of your own ? 


13. Spare Parts 

(а) Do you experience any difficulty 
in getting spare parts from the 
market ? 

(б) Are you satisfied with their 
quality and prices ? 


(c) Are you getting actual users’ 
import licences either as a fleet- 
owner or as a member of a co¬ 
operative society ? 


14. 


(d) What will be the extent of saving 
(indicate the percentage in the 
cost of maintenance etc. if you 
import spare parts directly from 
the manufacturer on Actual Users’ 
basis. 

Total fleet kilometer etc. performed for 
the year :— 


In kilometres 


(u) 

(b) 

(e) 

(d) etc. 

(The above information may be given in the ascending order of R.L.W. and/or 
.L.W. of the vehicles, as the case may be, according to the slabs in the Taxation Schedule 
in the State/Union Territory). 


15. Traffic carried for the whole year. 


(Here give particulars of 
commodities which consti¬ 
tuted not less than 10 
percent of the total traffic 
carried during the year) 


Tonnage carried during the 
year 

up to 

Bet, 

Bet. 

Bet. 

Bet. 

Over 

80 

81 

161 

241- 

481- 

800 

kms. 

& 

240 

280 

800 

kms. 


160 

kms. 

kms. 

kms. 



kms. 





(0 

(ii) 

(iii) 

(iv) 

(V) 

(vi) 


16. Total freight earnings ; 
Classification 

(a) 

(b) 

(0 

Id) 

etc. 



(The above information may be given in the ascending order of the ^L.VV. 
and/or P.L.W. of the vehicles, as the cgse may be, according to the slabs in 
the Taxation Schedule in the State). 


16. Average freight rate per 
ton-kilometre. 


17. What is average mileage 
performed by a truck 7 
(Give figures for the last 3 
years). 

18. Gross booking per tonne kilometre 
(Give figures for the last 3 years) 

19. Cost of operation per tonne kilomeUe 
(Give figures for the last 3 years) 

20. Profit per ton kilometre, exclusive of 
depreciation and all other expenses. 

21. Does this profit exclude your own 
wages; if not, what do you'estimate 
your wages to be ? 

22. What is the rate of return on your 
capital ? 

23. Do you consider it 

(o) Reasonable; 

(d) low. 

24. Does the undertaking/owner has its/ 
his own booking, forwarding or/oollect- 
ing agencies ? If so, please state 
whether booking is done for your 
vehicles along or for the vehicles of 
others also. 

25. If the answer to the first question 
in (24) is in the negative, how and 
through whom the undortaking/owncr 
gets these services. (Place give name 
and address of each agent through 
whom 20 per cent or more of the 
traffic of the owner/undertaking is 
twoked etc.) 

26. What is the percentage of the freigiit 
which you receive from booking agents 
in case you do not book your own 
goods ? 

27. What is the normal charge made by 
you when you book goods for other 
trucks, say, on : 

(o) a full truck load; 

(d) on a parcel service. 

28. Do you insure goods on route and while 
in your custody ? 

29. What is the extent of security offered 
by you for rightful delivery of public 
goods entrust^ to you ? 

30. Furnish information on cost of opera¬ 
tion of goods vehicles in the proforma 
attached. 



;} I. Are you in favour of getting your work 
in the R.T.A. or S.T.A. office done 
through your association; if not, why 
not ? 

32. Are you in a position to provide, on 
your own, resting and other facilities 
to your drivers en route ? Would 
you like to join others in providing 
common facilities for the comfort of 
your crew en route or at the destina¬ 
tions ? ' If so, what help would you 
need in this connection from Govern¬ 
ment ? 

33. Do you think that if you own more 
trucks, say 5, you would earn more 
per vehicle per year. If so, what is 
likely to be the increase in the re¬ 
venue ? 

34. Do you think that you could curtail 
your present expenditure if you had a 
larger number of vehicles ? If so, 
on which of the following items the 
expenditure can be reduced and to 
what extent 

(«) rate of borrowing from finance 
companies. 

(b) purchase of spare parts; 

(c) servicing of your vehicles. 

(Please indicate the approximate per¬ 
centage of saving against each of the 
above items if the number of vehicles 
owned by you was 5, 10 and 20). 


PROrORMA 

Cost Slice! of gooeb vehicles operation for each vehicle or combination. 
(Depreciation based on written-down value of vehicle for 10 and 5 years) 

■ Truck Tractor Articulated Other 

trailer trailer vehicle combina¬ 

tions 
if any 


(ij) Average initial cost of a 
vehicle. 

(b) Average permitted carry¬ 
ing capacity of the vehi¬ 
cle. 

(c) Average tonnage carried 
during the year. 

{it) Number of working days 
in a year. 

(e) (i) Cost of depreciation 

per year. 

(/i) Cost of depreciation 
per day. 

r() (i) Tax per quarter, 
(ii) Tax per day. 
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(g) Average fuel consumption 

per day in litres. 

(A) (0 Average cost of fuel 
per day. 

(H) Average cost of lubri¬ 
cation oil per day. 

(0 Average cost of pay for 
driver-attender-cleaner per 
day, 

(J) Average cost of other 
establishment per day. 

(k) Cost of repair and main¬ 
tenance per day. 

(/) O') Interest on capital 
at bank rates per 
year. 

O'i) Interest on capital at 
Bank rates per day. 


(m) ,0) Cost of insurance per 
year. 

00 Cost of insurance per 
day. 

(n) Other expenses if any 
under classified headings 
per day. 

Abstract 


{«) 

(/) 

(?) 

(A) 

(0 

(/) 

(k) 

(0 

(m) 

(n) 


Total Cost 


Cost per day 


Per day 


(o) 0) Average earning 

from freights 
per year. 

O'i) Average earning 
from freights per 
day. 

(p) Average cost of ope¬ 
ration per day (vice 
Abstract). 

iq) Average net profit per 
year. 

(r) Average working cost 
per tonne-Kilometre 
in, paise. 

(«) Average earning per 
tonne-kilometre' in 
paise. 

(r) General Remarks. 


QUESTIONNAIRE 

Part III—Views aud OjMnions 

1. What, in your view, should be the guiding principles 
in determining the size of a fleet of— 

{a) Stage Carriages. 

(fc) Public Carriers. 

(c) Motor Cab.s (Taxis). 

for efficient operation and economic maintenance ol 
the service ? 

2. What, in your opinion, should be the optimtm size 
of a fleet which can be calJed a viable unit in respect 
of— 

(a) Stage Carriages. 

(fc) Public Carriers. 

(c) Motor Cabs (Taxis). 

3 What, in your opinion, are the factors which inhibit the 
formation of viable units of road transport operators 
and what measures would you suggest to remove these 
inhibitory factors ? 

4. What are the regulatory measures, statutory or other¬ 

wise, that may be necessary for the speedy creation 
of such viable units ? ' 

5. Are you aware of any tendency of the bigger units dis¬ 
integrating into small ones ? If so, what are the rea¬ 
sons for it and what remedy do you suggest to prevent 
such disintegration ? 

6. Where a particular management holds vehicles with 
permits granted in more than one region, should the 
fleet strength of such management be reckoned with 
regard to the total number of vehicles held by it in the 
State or separately with regard to the number of 
vehicles held in individual regions ? 

7. Where a management holds permits for nwro than one 
category of vehicles ? 

viz.— 

(а) Stage Carriages. 

(б) Public Carriers. 

(c) Motor Cabs (Taxis). 

Should the fleet strength be reckoned with reference to 
such category of permits or separately with reference 
to each category of permits, viz, stage carriage per¬ 
mits. public carriers’ permits and contract carnage 
permits ? 

S. What method would you suggest for the speedy for¬ 
mation of viable units and would you recommend an> 
one or more of the following for the forniution of such 
viable units :— 

(a) by grouping of permits in an area or route as 
follows :— 

(i) Cities. 

(li) Towns. 

(Hi) Suburbiin routes. 
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(iv) Intra-district and 
Intra-regional routes. 

(v) Inter-District and inter-Regional routes, 
tvi) inter-state routes and 

(vii) express services. 

(/)) by grouping individual managements in a parti¬ 
cular principal place of business. 

(c) by forming cooperative societies or companies 
registered under the Companies Act or partner¬ 
ship firms (without losing their indentity or 
deriving their profits separately) without 
surrendering the individuality by encouraging 
small operators to build up viable units by grant 
of permits or transfer of permits. 

9, Do you consider that in order to maintain the ‘viable 
unit* in an efficient manner conducive to the interests 
of the public, the owner or the organisation of the 
unit should te encouraged by Government patro¬ 
nage ? If so, in what manner ? 

10. Should any ceiling be placed on the size of fleets to 
prevent monopolistic tendencies and creation of vested 
interests 7 If not, what safeguards do you suggest 
against such tendencies ? 

11. Do you think any statutoiy provision is necessary for 
the formation of associations of transport operators 
at State and regional levels 7 If so, what specific 
functions and responsibilities would you suggest for 
such associations 7 

12. Do you consider the joint ownership of vehicles as a 
pre-requisite of a viable unit or can viability be 
achieved by some sort of loose associations 7 Give 
your views. 

13. Do you think it necessary that State-wide or regional 
associations of road transport operators should be 
organised in the different States 7 If so, what do 
you think should be the role and responsibilities of 
these associations towards (i) Government; (if) its 
members; and (iit) the society at large. 

14. To what extent, in your opinion, can these associa¬ 
tions be relied upon to perform such functions as 
may be necessary in the public interests to be 
performed by road transport industry. 

15. Do you think that members of these associations 
should be given some facilities and/or concessions as 
distinct from non-members such as, those given to 
members of the automobile associations now func¬ 
tioning in some parts of the country? If so, indicate 
the facilities and/or concessions that should be given ? 

16. Do you think that such associations should be granted 
any privileges or rights over their members; if so 
whether these should be statutorily granted or by 
executive orders 7 



Annexure hi 

Statement showing the number of meetings held by the Group 


Date Venue Parties interviewed 


New Delhi Internal discussion for the preparation of 
the questionnaire and to chalk out pro¬ 
gramme of action. 

New Delhi Delhi Transporters’ Association : 

Shri Ganda Singh 
Shri N. D. Jain 
Shri Sukhdev Singh 
Shri Dalip Singh 
Shri Nand Lai 

Truck Operators' Union Roshanara Road, Delhi. : 
Shri Thakur Dass Mehra 
Shri Gumam Singh 
Shri Lai Singh 
Shri Gurbax Singh . 

Delhi Provincial Motor Transport Union Con¬ 
gress ; 

Shri Murari Lai 
Shri Manohar Singh 
Shri Sarwan Singh 
Shir Samagat Singh 
Shri Hari Singh Giani 
State Covernments : 

Shri Iftikar Hussain, Transport Commis¬ 
sioner, U.P. 

Shri P. P. Srivastava, Joint Secretary (Trans¬ 
port), Himachal Pradesh 

Shri Devi Sahai, Transport Commissioner, 
Madhya Pradesh 

Shri P. L. Chhabra, Provincial Transport 
Controller, Ihinjab 

Shri Achal Singh, Deputy Director of Trans¬ 
port, Rajasthan. 

Bombay Representatives of Road Transport Organisations : 

Shri P. K. Iyer, Operator of Nagpur. 

Shri R. V. Kulkarni, Hon. Secretary, Maha¬ 
rashtra Lorry Operators’ Association, 
Bombay. 

Shri K. V. Bandal, Chairman, Poona District 
Motor Transport Co-operative Society 
Ltd. 

Shri C. S. Patravali, Shri P. P. Patravali, 
and Shri V. G. Kulkarni of Ghatge and 
Patil Transporters (P) Ltd., Kolhapur. 

Shri Jaswant Singh, Bharat Roadways, 
Bombay. 

Shri Iqbal Singh, K.M.T. Co., Bombay 
(Individulal operator) 


3. 5-7-1965 

6-7-1965 

2. 22-11-1965 

23-11-1965 


29- 12-1965 

30- 12-1965 
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Date 


28- 1-1966 

29- 1-1966 


OU 


Venue 


Parties interviewed 


Slid M. S. Dikshit & Co., Poona. 

Shri R. T. Vidwas, M/s. M. S. Dikshit & 
Co. Bombay. 

Shri V. B. Kalange, General Secretary, 
Autorikshaw Coop. Union, Poona. 

Shri M. K. Mahendali and Shri B. B. 
Mahendali of M. K. Mahendali Private 
Ltd., Poona. 

Shri M. N. Shroff, Shere Transport Ainravati 

Shri C. D. Jefferies, Indian Institute of Road 
Transport, Bombay. 

Shri C. S. Nair, Secretary, I.R.T.D.A., 
Bombay. 

Shri S. Johns, Store Officer, Maharashtra 
State Road Transport Corporation, 
Bombay. 

Shri Dasmukhbhai Parikh, Gujarat Chamber 
of Commerce. 

Shri Baboobhai Parikh, Gujarat Chamber 
of Commerce. 

Shri J. M. Ashtikar Raipur Transport Co., 
(Raipur), Madhya Pradesh. 

.Shri Mohanlal Vyas, President, Chhatis- 
garh Yatayat Sangh, Raipur. 

Shri S. R. Thakur, Fleet operator, Penjim 
(Goa). 

Shri V. V. Agashe, Shri G. G. Ghalsahi, 
Shri V. G. Naik, Shri Y. B. Bhorale, 

Shri Sankpal S. K. and Shri B. B. Mudhele 
oticrators from Kolhapui'. 

Shri D. R. Gadkari. Secretary, Parabhani 
Transport Co-operative Society Ltd,, 

Shri M. V. Pni, Kolhapur. 

Shri K. G. Subrahmanian, Secretary, 
W.l.A.A., Bombay. 

Shri Jamuna Prasad Sharma, Magpur 
Transport Company Association. 


Madras. 

Representatives of the Stale Coveihircitu ; 

Shri Mohammed Vazir Ahmed, Transport 
Commissioner, Mysore. 

Shri A. S. Iyer, Deputy Transport Commis¬ 
sioner, Kerala. 

.Shri G. L. Balakrishna Reddy, Secretary, 
State Transport Authority, Andhra 
Pradesh. 

Shri T. V. Venkataraman. Director, Madras 
State Transport Department. 

Shri P. R. Subramanian], Executive Engi¬ 
neer (Engineering Cell) Deputy Transport 
Commissioner, Madras. 
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Date Venue Parties interviewed 


Shri G. C. Paramasivan and Shri Ayyaswami 
of Tiriichcngode Lorry Owners’ Associa¬ 
tion. 

Sliri S. Scthuramalingam, Madura Road¬ 
ways (Private) Ltd., 

Shri Palaniappa, Messrs Palaniappa Trans- 
^ porters, Madras. 

4- 3-1966 Calcutta Representatives of State Governments: 

5- 3-1966 


Shri K. N. Roy, Transport Commissioner, 
Bihar. 

Shri H. S. Dubey, Chief Secretary, Govern¬ 
ment of Tripura. 

Shri P. H. Chaudhuri, General Manager, 
Manipur State Transport. 

Shri M. M. Shariff, Secretary, State Trans¬ 
port Authority, Orissa. 

Shri K. Kakoti, Assistant Transport Com¬ 
missioner, Assam. 

R. T, O., Gauhati. 

Col. Ray, Managing Director, Orissa 
State Commercial Transport, CoxTsora- 
tion, Cuttack. 

Representatives of Private Operators : 

Dr. N. Sanyal and Shri A. R. Das Gupta 
of Bengal National Chamber of Com¬ 
merce and Industry. 

Shri Swaran Singh and Shri I. P. Goenka 
of Calcutta Goods Transport Association. 

Shri Millan Sen, Representative of R. Sen 
& Co. and Indian Chamber of Commerce, 

Shri S. K. Ganguli, Indian Road and Trans¬ 
port Development Association (Calcutta 
Branch). 

Shri G. L. Sayal, Indian Institute of Road 
Transport (Eastern Branch). 

Representatives of Private operators: 

Shri S. A. Quadri Deputy General Manager, 
Mysore State Road Transport Corpora¬ 
tion. 

Shri Ramanna, M. G. Brothers, Bellary. 

Shri S. Govindarajan, Secretary, Salem 
District Lorry owners’ Association (The 
President of the Association also gave 
evidence on 29-1-66). 

Shri Hasan Mohammed, Secretary, North 
Arcot District Co-operative Society for 
t'A'-Servicemen, Vellore. 

Shri A. S. Krishnan and Shri P. N. Naga- 
samy. Southern Roadways (Private) Ltd., 
Madurai and Southern India Chambers of 
Commerce, Madras, 



Date 


Venue 


Parties interviewed 


28- 3-1968 

29- 3-1968 


Shri R. SiiDivas, M/s. Southern Roadways- 
Ltd., Madurai. 

Shri P. V. S. Mani, M.B.T. Company, 
Madras. 

Shri V. N. Krishna Rao, I.R.T.D.A., Madras^ 
Branch. 

Shri K. A. V. Easwaran and Shri S. Govinda- 
swami of Madras Motor Vehicles and 
Allied Industries Association. 

Shri S. C. V. Gopal, Tamilnad Lorry Owners’ 
Federation, Madras. 

Shri Y. Ramabrahman, Andhra Pradesh 
Motor Unions’ Congress. 

Shri N. Ramaswami Odayar, Shri C. Krish- 
naswami, M. A. and Shri R. Sambasivam 
of Salem—Dharmpuri Bus Owners’ 
Association. 

Shri S. N. Chatteijee, Deputy Secretary, 
Bharat Chamber of Commerce. 

Shri O. P. Goyal, Indian Institute of Road 
Transport. 

Shri Sarabjit Singh, East Bengal Lorry 
Syndicate. 

Shri JIaniardan Prasad Singh and Shri 
R. P. Singh of Patna Zilla Truck Owners’ 
Association. 

Shri Raghunath Ram Chaudury, Fleet 
Owner from Airab. 

New Delhi Consideration of the Report. 


Annexure IV 

List of Parties who sent replies and memoranda to the Group 

Offin of the Secretary, Dhubri-Golakganj-Boxirhat Bus Association. 

Calcutta Goods Transport Association, Calcutta. 

All Orissa Motor Unions’ Congress, Cuttack. 

Andhra Pradesh Motor Unions Congress, Hyderabad. 

All India Motor Unions’ Congress, New Drihi. 

Indian Roads & Transport Development Association Ltd., Bombay. 

Motor Vehicles & Allied Industries Association, Madras. 

Maduia-Ramnad Chamber of Commerce, Madurai-1. 

Gojarat Vepari Mahamandal, Ahmedabad. 

Indian Institute of Road Transport, Bombay. 

Delhi Provincial Motor Transport Union Congress, Delhi. 

Delhi Transporters’ Association, Delhi. 

Indian Institute of Road Transport, Delhi Branch. 

Bengal National Chamber of Commerce & Industry, Calcutta. 

Shri B. K. Tandon, Head of Economics Deptt., University of Udaipur. 

Jiwaii University, Gwalior. 

Allahabad University, Allahabad. 

University of Rajasthan, Jaipur. 

Shri S. K. Madak, Lecturer in Economics, Nagpur University, Nagpur. 

Univenity of Indore, Indore. 

Andhra Pradesh State Road Transport Corporation, Hyderabad. 

Durgapur State Transport Service, Burdwan. 

Onjaiat State Road Transport Corporation, Ahmedabad. 

Ahoiedabad Mimicipal Transport Service (Ahmedabad Municipal Corporation), 
Ahmedabad. 

Kerala State Road Transport Corporation, Trivandrum. 

Cakntta State Transport Corporation, Calcutta. 

Note ; In addition to these organisations/persons. State Governments and administra* 
tions of Union Territories also sent replies to the Group’s questionnaire. 
We also received data on the Cost of operation of vehicles from a few 
individual operators. 
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Annexure V 

index Number of Industrial Production (1956—lOO) 
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Annexore VI 

Statement of increases of prices of various items from year 1960 to 1966 
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Source : Report of the Road Transport Taxation Enquiry Consinittee, 1967. 
Prices are F.O.R. deatiqatiois. 



/annexure VUl 

Prices of Commercial Vehicles in 1962 and 1967 

(In Rs.) 


£x-factory Price 

List Price 


1962 

1967 

1962 

1967 

(January) 

(July) 

(January) 

(July) 


Truck 





Leyland (176" WB) .. 

33,140 ' 42,196 35,575 

plus excise duty as applicable 

44,631 

T.M.B. (L 312/42) 

28,315-25 

37,572 

30,155 -25 

39,412 

Bedford (179” WB) 

25,948 -25 

33,877 

27,663 -25 

35,592 

Dodge (165” WB Meadows 
Engine) 

27,556-25 

36,578 

29,169 -25 

37,191 

Bus 





Leyland (176” WB) 

33,440 42,836 35,900 

plus excise duty as applicable 

44,375 

T.M.B. (LP 312/48) .. 

29,941 -25 

3819 

31,906 -25 

40,284 

Dodge (190” WB Meadows 
Engine) 

27,625 -25 

35,216 

29,324 -25 

36,915 


Source ; Report of the Road Transport Taxation Enquiry Committee, 1967. 



Annexure IX 

C oiiipliiluivc Rak-s of freight chtnng the period J959-60 as received by the Committee from Rajasthan Truck 
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Annexure X 

Freight Rates in various Centres as in 1960 

_ (In Rs.) 


Destination Distance per whi- 
. ___(Miles) cic mile 


Bombay 

■ * 


. . Delhi 

Calcutta 

Bangalore 

Madurai 

Nagpur 

800 

1,181 

670 

914 

502 

1 -25 
1 13 
1 -08 
1 06 
1 -29 

Delhi 

* • 

• • 

. . Panipat 

Kamal 

Abohar 

Ludhiana 

Hissar 

52 

73 

231 

187 

101 

1 -67 
1 -48 
0-77 
0-76 
1 -30 

Madras 

a • 

• a 

. . Bombay 

Bangalore 

Trichy 

Tuticorin 

885 

215 

200 

393 

114 
1-01 
1-20 
1 13 

1-16 
1 -04 

Dhariwal 

• 

• • 

. . Bombay 

Calcutta 

1,106 

1,240 

Madurai 

« • 

• • 

• . Madras 

Bangalore 

297 

244 

0-65 

0-95 

Kanpur 

* « 

« * 

• . . Lakhimpur 

131 

1 16 

I 15 

Raniganj 

» • 

* • 

• . Calcutta 

no 


•The rate per vehicle mUe calculated on the basis of 6 ton payload. - 

Source : Report of the Road Transport Taxation Enquiiy Committee, 1967. 



Appendix 

A Study of the Cost of Operation of Transport Vehicles as a determinant 
of the need for and of the size of viable units 

Stage Carriages 

1. An analysis of the running cost and average earnings of the Stage Carriages 
given in the Annexures (statements and graphs) would indicate that the limiting factors 
which decide the profitability or otherwise of stage carriages are (i) the total daily mileage, 
(ii) the seating capacity and (iii) the occupancy ratio. Even a single unit organisation 
would be profitable provided an optimum combination of the three is available. Assum¬ 
ing an average seating capacity of 50 (the seating capacity in Madras being very much 
higher), the break even point is at about 57% occupancy ratio. As far as mere profitability 
is concerned, even a single vehicle unit is profitable provided a daily mileage of not less than 
170 miles is done and seating capacity is not less than SO (the fare structure being assumed 
to be 3 paise per k.m. which is the rate in Madras, the rate in most of the other States being 
higher). Incidentally if the average daily mileage is less than 170 miles (270 kms.), nothing 
can save the transport organisation from financial ruin. Even an unit consisting of over 
tliousand vehicles would lose and lose terribly—the loss perhaps would he very much 
higher due to the top heavy administration. The only factor which should weigh in respect 
of stage carriages is the question of maintenance of continuous Service, efficient maintenance 
and prevention of frequent breakdowns and other consequential niceties which any trans¬ 
port organisation worth its name would have recourse to like having spare buses, training 
programme, passenger amenities and things of the kind. 

2. To have a viable unit with efficient break down spare bus service assuring the maxi¬ 
mum utilisation of the vehicles at service, a fleet of 8 to 10 buses would be essential as 
clearly indicated by the expenditure statistics indicated in Annexure A. 9. The capital 
invested in the maintenance workshop is more than adequately recompensed by the econo¬ 
mics effected in the expenditure on repairs, maintenance and tl'.e loss of idle or dead vehicle 
hours. 

3. So from a purely restrictive view point of efficient service and not simple pro¬ 
fitability, a minimum strength of 8 to 10 buses is necessary. However, for the maximum 
utilisation of a well equipped workshop, a fleet of about 30 is necessary. After all we 
are co.ncornod not only with the profitability of the venture to the individual opwator but 
also with the general well being of the people of the country, the rapid economic growth 
and diversification of iitdust'ics and consequent expansion of employment 
opportunities. So if adequate workshop facilities arc to be provided and the 
capital invested is to be put to the best use possible utilising in full the capiicity 
of the men and machinery available in (iic workshop, the optimum size of the fleet .should 
be about 30. 

4. A consumer pump for fuel, which could normally catcr to the needs of about 
25 buses, would go a long way in cutting down the dead mileage and loss of lin^e c f the 
vehicle concerned going to and nniirning from the regular pcirol or diesel pt mp to which 
they would otherwise have lo go. For this puipo.sc alsto it ux uld he c.ocrlial to have a 
minimum fleet of 25 buses. 

5. Other impondera.ble fac!(U's like elllciency, passenger courtesy, self-generating 
economic viability shotild also be taken into consideration. We should no doubt examine 
whether the principles postulated above arc actually true in practice. It is common 
experience in Madras State (I am sure the same would be the case in other Slates) 
that where the average size of a fleet is between 25 to40 in adlsn icl, the bus service is 
iT)ost efficient and profitable. The bigger fleet owners are more amenable to discipline and are 
more serious about implementing the various labour regulations. The fleet is also used 
as a nucleus for building a sound base for industrialisation and diversification of economic 
and commercial activities. In flislricls where there arc a large number of small oi>cra- 
tors, conditions are rather unsettled and frequent breakdowns and poor service aic tlic order 
of the day. 

6. Statistics regarding the cost of operation and income in respect ol'express buses 
and buses piying in the city is also appended. In view of the fairly substantial daily mileage 
theexpress buses are profitable even at ordinary fare structure. In view of the classification 
of some of the express buses (particularly those run by the nationalised undertakirg) as 
first class buses (there being four classes of express buses),'they arc entitled to charge 
fare at a substantially higher rate. The profit margin is extremely attractive even in resjxct 
of express buses charging fares at lower rates witli of cour.se a higher .seating capacity, 

7. As far as city buses are concerned, even at 50% load factor, the break even 
[ii.int Is reached at a daily milc.nge of just about 344 kms. If the daily mileage is 170 kms., 
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■ a day, the break even point is reached at about 70% load factor. At 210 Krns. daily 
'mileage, the break even point is reached at 63%. If the vehicles do not less than 3_0 ms. 
a day, the break even point is reached at a load factor of 51^%. The average daily mileage 
of most city buses is about 150 miles a day (240 kras.). For this daily mileage, the bic.ik 
even point would be around 59% load factor. 

8. A word of caution is necessary. As the appended statistics and graphs would 
show, profitability and viability arc linked to the seating capacity, daily mileage and load 
factor. Bus operation would be profitable even with lower occupation ratio if the seating 
capacity is higher. Higher daily mileage would off set other factors. Thus profitability 
is a complex function of different variables like seating capacity, occupation ratio daily 
mileage, vehicle utilisation, reduction of maintenance costs, reduction ol establishment 
costs, etc. These facts vary from State to State depending upon the conditions in the Stale 
-condition of roads, traffic potential, economic well being of the people, Government 
policies regarding rules relating to Bus Transport administration and the enterprise, 
efficiency and the ingenuity of the operators and also the industrial base that is available 
regarding ancilliary industries and maintenance, as well as rnajor repair facilities. It is 
noticed that the daily mileage in many of the northern States is well below hundred. U n- 
less a rationalisation programme of bringing up the daily mileage to 170 miles and above 
per day is pushed through as in some of the advanced States like Madras, no amount ot 
fuss would make any of the existing units viable in an economic sense. As far as seating 
capacity is concerned, the pattern is more or less the same throughout India barring a lew 
exceptions here and there. The only variable factor is the daily mileage. As the first step 
is simultaneous with the consideration of the question of viable units an intensive drive 
should be organised to sec that maximum utilisation is made of the existing transport 
facilities by increasing the daily mileage in respect of the buses, increasing the seating 
of the buses consistent with certain minimum comforts, reorganisation of the routes to 
make them more rational and incidentally remunerative, improving the condition 
ofthc roads and if possible reducing the burden of tax both State levies and Cential 
Excise duties on the transport vehicles., 

Goods Vehicles 

9. As far as goods vehicles arc concerned, the average running cost us indicated 
in the Annexurc B comes to Rs. 1 ■ 19 paise per mile if the entire capital invested belongs 
to the operator. It is Rs. M6 paise if the operators resort to hire purchase finance. 
The normal freight rate prevailling in Madras is on an average Rs. 1'25 paise per lorry 

mile. It would be seen that the margin of profit would be about 6 paise per mile il the 

entire capital has been invested by the operator himself and 9 paise per mile if hire pmchase 
finance has been used. The average profit which would acciire to the operator comes to 
Rs. 3,200/- per year where the entire capital comes from the operator and R^ 4,800/- il 
hire purchase finance has been used. While the position cannot be said to be bad wtee 
the operator is able to put forth the entire capital himself, the net return being about s /„ 
of the invested capital over and above the interest on capital, where the operator has to 
get his capital from hire purchase financier even though on paper he gets 28% intcr^i, 
he is in the unenviable position 6f having to repay the borrowed capital at the rate ol Ks. 

12,000/- per year for the first two years from out of his actual return of about Rs. 4,800/- 
per year. While from purely income tax computation point of view, it is not necessai y 
forany allowance to be made for therepayment of loan in the expenditure, from a pure 
economic or human point of view, iHs necessary that an industry or a commerdal operation 
should be so designed as to provide for repayment of borrowed capital also. Otherwise the 
industry would be placed in the awkward situation of having to depend on borrowed 
capital every five years or so in order to replace the vehicles in operation or the operatoi 
must be resigned to the fate of not taking anything from the earnings apart from meagre 
cost of management of Rs, 250/- a month which has been taken into account in 
computing the averge running cost of vehicle. The present wide, but unfortunate practu^ 

is to repay the loan from out of the depreciation reserve fund and eke out a hand to mouth 

existence and sometimes not a particularly austere one on the remaining earnings, without 
bothering about the future development of the transport organisation or the replacement ol 
the existing vehicles. 

10, The majority of the operators in almost all the States arc single lorry operators 
who have to depend to a great degree on hire pruchase financiers for running their trans¬ 
port service. It is therefore necessary that a solution should be found for rescuing them 
from this dilemma of eternal dependence on the hire purchase financiers. One way this 
can be done is by increasing the freight structure by say another 10 paise per mile How 
for this would be practicable in fiercely competitive field is highly doubtful. While the 
common complaint is that heavy taxation is imposing a frightful burden on the operators 
an analysis of the cost structure wouid indicate that motor vehicles tax by itseit lorms a 

M'cry insignificant portion ofthc overall running cost. 1 he sales tax and excise duty on (iioi 



und spare parts not to speak of those on the chassis and body are however quite substan¬ 
tial. There might perhaps be some scope for reduction in the tax burden in respect of these 
essential raw materials on which the very existence of transport industry is centred; 
but in the present context of massive five year plans of the order of Rs, 21,000/-crores 
and more, whether there is any possibility of tax reduction is highly debatable. 

, II. The only way open is for the industry to help itself by having larger units 
which would help to reduce the overhead expenditure on management and the staff, leave 
and off duty salary for drivers and reduction in the overall strength of drivers and cleaners. 
By having at least a minimum fleet of five vehicles, it would be possible to effect a saving 
of not less than Rs. 5,000/- in the running cost per year per vehicle. The rationale behind 
this is as follows :— 


For One Vehicle 
For two Vehicles 
For three vehicles 
For four vehicles 
For five vehicles 


. 2 drivers arc necessary 

. 3 drivers are necessary 

. 5 drivers are necessary 

. 6 drivers are necessary 

. 7 drivers are necessary. 


I Ins applies to the number of cleaners also. As far as office and garage are 
concerned, whether there is one vehicle or five vehicles, the management and staff would 
be the same, i.e. in other words whether the strength of the fleet is one or five, management 
expenditure would be constant. The saving by way of this would be Rs. 2,400/- per lorry. 
As a result of the increase of the number of vehicles in the fleet not resulting in increase 
in the strength of drivers in direct proportion, it being almost an arithmetic progression, 
the saving would come to about Rs. 1,500/- per vehicle. Saving in leave salary, bata 
to drivers and cleaners, provident fund contributions and other administrative charges 
would be about Rs. 1,100/-, as a result of employing 7 drivers and 7 cleaners for five lorries 
instead of employing two drivers and two cleaners per lorry. Thus there would be a total 
saving of Rs. 5000/- per year. 

12. The maintenance of a garage with a certain minimum workshop facilities 
would not only reduce the cost of repairs and expenditure on fuel and tyre but would also 
reduce the number of days the vehicles have to be off the road due to break downs, etc. 
J n a fleet of three to four lorries, the cost of investment and expenditure on the maintenance 
of a garage would be completely balanced by the saving effected in repair and maintenance 
charges. This w'ould also have the effect of reducing the idle vehicle hours and increasing 
thereby contributing to the establishment of a higher degree of 
efficiency in the tians^iort organisation. The detailed note and thestatementintheannexures 
B.3 to B.6 would indicate how the maintenance of a garage results in considerable 
saving of expenditure. The garage and workshop would be utilised to the maximum 
extent possible it 10 vehicles are attached to the garage. The overall saving even after 
meeting the.expenditure on the garage would be about Rs. 4,150/- per lorry per year. So 
the cumulative saving (saving consequent on pooling of drivers and cleaners and provision 
of garage facilities) would be about Rs. 9,150/- per year. As pointed out earlier, the normal 
return would be about Rs. 4,800/- per year from a lorry. Taking the saving effected as 
a result of having a fleet of 10 vehicles with a garage and a maintenance workshop, the 
overall income would increase to about Rs. 14,000/- per year. This would be definitely 
adequate for the repayment of borrowed capital or hire purchase finance and ensure 
reasonable funds for an austere living for the first two years. Once the hire purchase finance 
is repaid, the operation would become quite attractive. It therefore follows that the 
optimum size of a fleet of lorries should be at least 10 vehicles to ensure prudent and 
safe economic viability. This would also off set the fluctuations in freight rates below 
Rs. 1 -25 per lorry mile. What is more this viable unit of 10 lorries would become the 
nucleus for organising parcel service (smalls or whole lorry). Parcel services would also 
lacilitate imposition of higher tarifl'in the interest of transport operation. 


13. A scrutiny of the graph showing the various freight rales, gross income and 
expenditure of fleets of various sizes and for varying daily mileage would indicate (i) that 
the greater the daily mileage the larger the margin of profit (ii) a single lorry owner 
breaks even at a daily mileage of 226 kms. if the freight rate is Rs. 1 -25 per mile and at 
425 kms., if the freight rate is Rs. 1/- per mile. On the other hand a unit containing 
ten lorries breaks even at 257-5 kms. even at a freight rate of Rs. 1/- per mile and the break 
even point is at 169 kms., if the freight rate is at Rs. 1 ■ 25 per mile. 


14. The optimum mileage and the optimum freight rale should be such as to pro- 
vidc for about fifteen thousand rupees income per year so that the hire purchase finance 
could be repaid without any difficulty, at the same time leaving behind a reasonable margin 



for the survival of the operator. If this is the criterion then a single lorry owner (ooerator^ 

ffrehfhw/ri ‘‘‘w rate of less than Re. 1/- a mile and his optS eSgs at 

a freight rate of Re. 1 /- per mile would come at a daily mileage of about 650 kms which is 
3bout 360 kms. (225 miles) if the freight rate is at Rs. 1 -25. On 
reaches the optimum at about 
"’75 Irmc « cqual to 256 At a tariff of Rs. 1 -25 the optimum is reached at 

275 kms. which is equal to about 165 miles. 


, , This study would indicate that apart from the unit size, the greater determi¬ 
nant is the guarantee regarding loads over substantial distance. This definitely would 
not be possible for a single lorry operator who has to be at the mercy of ^brokers 

booking offices and things of the kind can ensure that 
none of their lorries suffers for want of smtable loads and that there arc no idle lorries 

h.nafif context, the question of forming co-operative booking agencies for the 

operators should also be considered. In such booking offices, 
afte?nntiWn ^ th first Served” should be scruplously followed. This co uid done 

ind functioning as parasites on the poor 


iif ^ amalgamating smaller units into bigger size in a loose form 

f ‘ n in order to pass on the benefits of larger cembira- 

has'u .of the transport companies which take vehicles onch arter 

white th/h.n^'fif® private operators function on these lines, 

^ regular load is passed on to the smaller operators, the 

benefit IS hardly ever conveyed. Well organised Co-operative societies 
ooulri ensure this arrangement to the mutual benefit 
ot the society and the smaller operators. 

nrnfiiahil^thTn* ^80 indiMtes how at lower tariff long distance haulage is more 
shortw^ teuk ^ explains why higher freight rate is demLded for 

within a radius of 7 ’ 5 nmn«*Thi’a^m generally apply to lorries operating 

is j ? fl' in the levels of taxation between various States 

more than balanced by the increase in the maintenance charges consequent on the condi- 
uon (mostly poor) of the roads m some of the States which le^ aC“ateV tax. So 
thin Wh?rp independent vanable factor in working out the cost of opera- 

set nf radius of operation is over 250 miles, it may be necessary to have another 

exn.nrl^ni^ Workshop and garage which on an average would involve additional 
-1“ P®'’™*'® a fleet of five. If this extra expenditure has to be re¬ 

duced m order to meet the competition from other lorry operators in the area lone 

so elfe'^tid'^mav^nff Strength of the unit so that the economy 

Jhf ^ ^ ’ j increased expenditure mvolved in long distance haulage. By 

' sn rniw reasoning adopted for fixing the size of viable units operating within a radius of 
Ufw ^ necessary to increase the optimum strength of the unit from ten to 

the area of operation is to go beyond a radius of 250 miles. Where the area 

v-iiicles and so on. Tnter-State routes would definitely come under this category. 

20. The way the operators having recourse to hire purchase finance have managed 
iv’ncntl! ^ attributed to the fact that they have indulged in overloading to com- 

Uthfha tetf^ nfTJ”Th ‘“ This of course is not in strict accordance 

This study also indicates why parcel services are more popular 
have the double advantage of higher freight structure*^and 
(more than the minimum viable unit considered here) 
I'haf * the s/«e quo «o« for a parcel service. In this context it is desirable 

nat the question of increasing the pay load of the transport vehicles should be considered 
As the experience in West Bengal and Oris.sa has indicated the running costs are 
j ^ of the order of 15 tonnes and more. There is no point 
in claiming that we are an advanced country, unless our roads and bridges are strengthened 
o take hea’o^loads. (my own feeling is that they are already strong enough to take higher 

m n'*' on the sly). A greater recourse should be had 

o th. use of articulated vehicles and truck trailers which not only increase the pay load 
hut provides for the greater and more intensive utilisation of the existing prime^ movers 
in the country. Even in the .so-called advanced State of Madras the total number orfruck 
trailers has not even reached the three figure mark. uuiuDcr oi irucK 
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21. Tlic conclusions which flow from the above analysis are therefore as 
follows;—• 

1. The optimum and desirable size of stage carriages (buses) consistent with efli- 
ciency would be about thirty to forty. 

2. The optimum size of a fleet of goods vehicles operating within a ladius 
of 250 miles for the economic survival and self-generating e'onomy would 
be ten. 

3. The optimum size of a fleet of goods vehicles on inter-Staic routes tejetuJ 
a radius of 250 miles and within a radius of 500 miles would be fifteen. 

4. The optimum size of a fleet of goods vehicles operating beyond a radius ol 
500 miles and within a radius ol 750 miles would be twenty. 

Road haulage beyond 750 mile.s would not be worthwhile unless small articles are to be 
transported and the articles require very careful handiing~e.^. Radios, Ikclrical Icuii - 
ment, Glass-ware, Fruits, etc. Otherwise rail transport would be more competitive 
than road transport. 

Taxis 

22. As far as taxi cabs .ire concerned, the best run. efficient and most prcfUable 
units are those operated by owner drivers. So the single cab unit is the most viable one. 

General 


23. As in textile industry, composite units are more economical, remunerative 
and efficient than independent units. Where the operator run.s both passenger transport 
and goods transport services efficient coordination and profitable and full utilisation ol 
rnen and material is possible. This guarantees both the economic viability and profitabi¬ 
lity of the organisation. It is also possible to switch over vehicles used as buses for a 
few years, as goods vehicles . cutting down the capital outlay, allowance for depreciation 
etc. Workshop (fepair and maintenance) facilities would also be belter utilised, 
might be possible to build up a each of spare parts also. If conditions ate favourable, 
it would even be possible to embark on sale of spare parts, retreading etc. on a co-operati\ e 
basis. If the experience in South India (where there are many such composite units) 
is any indication composite units catering to both passenger and goods needs with a .sound 
base of workshop facilities and spare parts distribution business are in a much better posi¬ 
tion to deliver the goods (the pun is wholly unintentional). This combination is a very 
fruitful and welcome one both from the point of the operator and the man in the street 
who is the ultimate beneficiary of all transport development. 

24. One sure and successful way of forming viable units, other than one of publicity 
regarding what is necessary in the enlightened self-interest of the operators, would be 
to offer institutional finance, provision of spare parts, import licences under actual useus 
quota, a slight token tax cut and the additional inducement that inter-State permits would 
be given only to members of viable units. 

Sd- V. Sankaran l.A.S. 

Secretary of the Transport Commissioner 
Ex-Officio Joint Transport Commissioner, 
Madars. 


Endosure : 



Annexure a 

Running Cost : VVovking Sheet of a Route Bus 55 Passenger Capacity 
During 270 kilometres per day 323 Days Working Days in a 
Year (Annual Mileage 54,155 of 87,210 Ktns.) 

Cost of Chassis Rs. 37,000'00 

Cost of Body Rs. 17,000 ‘00 

Totai. Cost 54,000 00 


(a) Depreciation at 20 % per 
year on Rs. 49,445 (Rs. 
54,000 total cost less 
one set of tyres cost Rs. 
4555 for 1 year) 

(b) Pay of 2 drivers at Rs. 
118 per month for 1 year 
(h) Pay of 2 conductors 

at Rs. 103 per month 
for 1 year 

Taxation and Insurance 

(0 Tax under M.M.V.T. Act 
at Rs. 40 per seat for 
55 seats for 1 year 
(if) Tax under TPG Act. 
at Rs. 25 per seat for 
55 seats for 1 year 
On) Insurance (Basic Rs. 
415+on the value of 
vehicle less 10% for the 
fleet+2-50 per passen¬ 
ger for risk less 20 % for 
no claim amounting Rs, 
603 -20 per year) 


Cost of fuel at 4 -5 Kms. per 
litre at 80 nP. per litre for 
1 year (87210 Kms. per year.) 

Cost of engine oil at 320 Kms. 
per litre at Rs. 2 -20 per litre 
on 87210 Kms. for 1 year 

Talcing 48000 miles per set of 
6 tyres (cost Rs. 4555 -75 plus 
twice retreading at Rs. 678 
each Rs. 5911 -15) for 54156 
miles. 

5911 -75x54156 


48000 

16 batteries (8 sets) at Rs, 242 
each for 5 years 
(3872) 


5 

Servicing charges at 24 ordinary 
per year at Rs. 14 and 25 lub¬ 
ricating per year at Rs. 37 -50 
for 1 year 


Fixed Charges for 1 Year 

Rs. Rs. 

9,889 00 

2,832 00 

2,472-00 15,193 00 

8,800 00 
5,500 -00 

603 -20 14,903 •2(' 

Variable Charges 

15,488 -00 

599 -60 16,087 -60 

6,916 -38 

774 -40 

Rs. 1,236 00 
97 


Rs. 


19-87% 


19-49% 
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Repair charges for 1 year 


Rs. 8,300 00 
Over-Head Charges 


Office and Garage rent at Rs. 

150 p.m. 

Rs. 

1,800 00 

Rs. 

Management, office staff pay 
etc., per month 

6,000 00 


Stationery and postal charges 

Rs. 225 per year 

225 00 


Bata for conductors at Rs. 2 -50 
per day for 1 year 

807 -50 


Bata for drivers at Rs. 3 -00 per 
day for 1 year 

969 00 


Bus stand fees and way-side ex¬ 
penses at Rs. 1 -75 per day for 

1 year 

565 -25 


Leave and off duty pay at 20 % 
on the pay of drivers and con¬ 
ductors for I year 

530 -40 


Provident Fund at 6i% on the 
salary of drivers and con¬ 
ductors for 1 year 

165 -75 

11,062 '90 

Grand Total 


74,473 '48 

Un-e.xpected Contingencies 


2,000 -00 

Total 


76,473 -48 

Interest at 12% on the inves¬ 
ted capital of Rs. 24,000 
per year 

2,880 '00 

Interest on Depreciation re¬ 
served of 20% per annum 
of the capital. 


For 5 years (2880x5) 
Borrowed capital of Rs. 
30,000 at 12% interest 
plus 1 %fiaaacing cominis- 
sion and Rs. 150 for conti- 
gencies 


14,400 00 
Rs. 7,650 00 


22,050 00 


Rs. 


14-43", 


10800 interest at 12% for 

4 years. 

5,184 

On 2nd year’s depreciation 
Rs. 10800 interest at 12% 
for 3 years. 

3,888 

On 3rd year’s depicciation 

Rs. 10800 interest at 12% 
for 2 years. 

2,592 

On 4th year’s depreciation Rs. 
10800 interest at 12% for 

I year. 

1,296 

12,960 


Deficit interest amounts Rs. (~) 22,050 00—(-h) Rs. 12,960 = Rs. (—) 9,090 
Average deficit interest Per year : Rs. 9,090 00 = Rs. 1818 


5 
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Total Running Cost after 
adding deficit interest 


Rs. 

[76,473-48 
— 1,81800 


Actual Resale viiUie of the 
Vehicle at the end of 5tlt year 

Average on resale value pcrycar 


17,500 

17,500 

2 


Total running cost after 
deducting resale value 

Average Running Cost per mile 


78,291-48 

3,500-00 

74,791 -48 
54,156 


Rs. 

[78,291 -48 


[3,500-00 


[74,791-48 
= !-38 




Annexure A-t 


Stage Carriage 

liilercst on Capital less interest on Depreciation Reserve Amount invested. 

by operator Rs, 54,000. 



For 3 Years 

Interest on Rs. 54,000 at 12% 


Depreciation at 33 J % per annum 

Rs. 

for 3 years. 

Rs. 

54000X12 X 3 = 

19,440-00 

On 1st year’s depreciation Rs. 

18,000 interest at 12% for 

1 years -^^320 

lOO 




On 2nd year’s depreciation 



Rs. 18,000 interest at 12%, 

for 1 year Rs>- -—2,160 


19,440-00 

Rs. 6,480 


l>c(icit Interest Rs. (—) 19,440• 00—(-!-) Rs. 6,480-00=^Rs. 12,960(-) 
Deficit Interest per year ; Rs. 12,960—Rs-,4,320-00 

3 

I'or 4 Years 


Interest on Rs. 54,000 at 12% 
for 4 years, 

54000X12X4 

-.^ 25,920 

100 


Deficit Interest for 4 years : 


Deficit intere.sf for I year ; 


Depreciation at 25% per anmim 

1st year’.s depreciation Rs. 
13,500 interest at 12% for 
3 years 

On 2nii year’s depreciation 
Rs. 13,500 interest at 12% 
for 2 years 

On 3ril year’s depreciation 
Rs, 13,500 interest at 12% 
for 1 year 


25,920 


'>5,920 — '>,720 

(:-) (!■) 
16,200 =-.4,050-00 


4,860 

3,240 


1,620 
9,720 
= 16,200 


Interest on Rs. 54,000 at 12% 
for 5 yeans. 

54000X12 x5 


100 


For 5 Years 

Depiceiaiion at 20% per annum. 

On Tst year’s depreciation Rs. 

= 32,400 10,800 interest at 12 % for 4 

years. 5,184-00- 

On 2nd year’s depreciation 
Rs. 10,800 interest at 12%, 
for 3 years 3,888-00 

' On 3rd year’s depreciation 
Rs. 10,800 interest at 12% 
for 2 years 3,592 - 00 

On4thyear’sdepreciation Rs. 

10,800 interest at 12% for 
1 year 1,296-00 


32,400 


12,960-00 


100 
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Deficit Interest for 5 years ; 

Rs. 

32,400 

(-) 

Rs. 

—12,960 

(-I-) 

Rs. 

= 19,440-00 
(-) 

Deficit interest for 1 yeair ; 

19,440-00 

Rs. 3,888-00 



5 




For 6 Years 


Interest on Rs, 54,000 at 12% 
for 6 years. 


Depreciation at 16 3 


54,000X12 X 6 

100 

38 , 880-00 

On Isl vear dcpreeialion Rs. 
9,000 Interest at 12% for 5 
years 

5,400-00 



On 2nd year’s depreciation 
Rs. 9,000 interest 12% at 
for 4 years 

4,320-00 

, 


On 3rd ye.ir’s tieprecialion 
Rs. 9,000 interest at 12% 
for 3 years 

3,240-00 



On 4th year’s depreeiation 
Rs. 9,000 interest at 12% 
for 2 years 

2,160-00 



On 5th year’s depreciation 
Rs. 9,000 interest til 12 % for 
for 1 year 

1,080-00 


38,880-00 


16 , 200-00 

Deficit interest for 6 years : Rs. 

38,800-Rs. 
(-) 

, !6,200-00--Rs. 22,6M)-CO 
(■ ' 


Deficit interest for 1 ycar = Rs. 22. 

,680-00 

f. 

= Rs. 3,780-00 



For 7 Years 


Interest for 7 vear.son Rs. 

54,000 at 12% 


Depreeiation 14 2/7% 


54,000X12X7 

100 

.4.%36() 00 

On 1st ycar’.s tlepieeiation 
Rs. 7,714 2/7 inieicM at 
12 %, for 6 yen IS 

5,554 2/7 


On 2nd yc;ir\s (.Icpi-cciation 4,628 4/7 
Rs. 7.7142/1 interest at 12% 
for 5 Years 


On 3rd year’s depreciation 


Rs. 7,7142/7 interest at 12?;, 
for 4 years. 

On 4th year’s dcineeiation 
Rs. 7,714 2/7 interest at 12 
for 3 years 

3,702 6/7 

‘2,777 1/7 

On 5th year’s depreciation 
Rs. 7,7142/7 intei-cstat 12% 
for 2 years 

1,851 3/7 

On 6 th year's tlepreeiation Rs. 
7,714 interest at 12?,' for 

1 year 

925 5/7 

19,440-00 


Defied iniereM : Rs. ( - 1 45,36()'00-( ! ) Rs. )9,440-00--Rs. 25,920-00 (- ■) 
Deficit interest ('or one sear Rs. 3,703. 



Annexure A-2 


Interest on Capital in Respect of Stpge Carriages Purely Financed by 
the Operator and Partly Financed by the Operator and Partly by Hire- 

Purchase 


A. On own investment Rs. 
54,000 

Interest at 12% for 5 years 
54,000X12 X5 


100 


Depreciation amount at 20% 
on the capital and interest 
on depreciation. 

Rs. 

^32,400 On 1 st Year’s depreciation Us. 

10,800 interest at 12% for 
4 years 

On 2nd year’s depreciation Rs. 
10,800 interest at 12% for 
3 years 

On 3rd year’s depreciation 
Rs. 10,800 intcrc.st at 12% 
for 2 years 

On 4th year’s depreciation 
Rs. 10,800 interest :it 12% 
for 1 year 


Rs, 

5,184-(K) 


3,888 on 


2,592 00 


12,96 00 


Rs. 32,400 


Deficit interest : (-) R. 32,400-00— (-1-) Rs. 12,960-00 =(—)Rs. 9,440-00 
B. On own investment of Rs. 24,000 and borrowed amount Rs. 30,000 

Depreciation amount 20% and 
interest. 

On 1st year depreciation Rs. 


On own investment R,s. 24,000 
for 


intercst on 24,000 at 12% 
5 years. 

24,000X12X5 


100 


-Rs. 


Interest on the borrowed 
aniount at 12% plus 1 % fina¬ 
ncing commission tind 
Rs, 150/- for contingencies 


32,850-00(—) 
12,960-OO(-i-) 
19,890-OOf—) 


12,960 00 
1,2960-00 



4,800 interest at 12% for 

4 years 

2,304 

,. 14,400-00 

On 2nd year’s depreciation 
Rs. 4,800 interest at 12% 

),72K 

for 3 ye-ars 


On 3rd year’s depreciation 
Rs. 4,800 interest at 12% 
for 2 years 

1,152 


On 4th year’s depreciation 
Rs. 4,800 interest at 12 % for 

1 year 

576 

Rs. 14,400 


5,760 

Is. 30,000-00 

On 1st year’s depreciation 
Rs. 6,000 interest at 12% 
for 4 ye,ars 

[2,880 

18540 

On 2nd year’s depreciation 
Rs. 6,000 interest at 12% 
for 3 years 

2,160 


On 3rd year’s depreciation Rs. 
6,000 interest at 12% for 

2 years 

1,440 


On 4th year’s depreciation 



Rs. 6,000 interest at 12% 
for 1 year 

720 


32,850 


12,960 
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Annilxure A-3 

Running Cost^Working sheet of express bus service 36 passengers 
doing 400 kilometers a day {per year of 223 days, 1,29,200 Kms. 
per year or 80,233 milles) 

(Leyland) 


Rs. 

47,000 -OO 

22,000 '00 

69,000 -00 


Fixed Charges 

12,768 00 
2,832-00 
2,472 -00 


18,072 00 


Taxation and Insurance 

Tax at Rs. 45/- per seat 
per quarter on 36 passen¬ 
gers per year . 6,480 00 

Surcharge at Rs. 25/- per 
seat per quarter on 36 
passengers per year 3,600 -00 

In-surance 617 -00 

10,697 -20 


Cost of Chasis 
Cost of Body 

Total Cost 


(а) Average depreciation per 
year taking (69,000—5,160 
for 5 years) 63840/5 

(б) Pay of 2 Drivers at Rs. 
118 each per month for 
1 year 

(U) Pay of 2 Conductors 
at Rs. 103 per month 
lor 1 year 


Cost of fuel at 4 Kms. 
per litre at 80 nP. per 
litre on 1,29,200 kms. 
per year 25,840 -00 

Cost of engine oil at 400 
Kms. per litre at Rs. 0 -80 
nP. per litre on 1,29,200 
kms. 888 -25 


26,728 -25 


Taking cost of tyres at 
Rs. 5,160-t-retread char¬ 
ges twice at Rs. 738= 

Rs. 6,636 00 for 54,000 
miles for 80,233 miles per 
year 9,927 -75 

Cost of 8 batteries at 
' Rs. 242/- 


1,936-00 
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Rs. 

Servicing 40 ordinary and 
40 iubricating charges at 
Rs. 14/- and Rs. 37 -50 
respectively 2,060 00 

Proportionate repair cliar- 
ges taking 8300 for 270 
kms. per day. (8300;; 

400/270) 12,300 00 

■- 14,360 00 

Over Head Charges 


OOicc dnd garage rent per 
month 

Rs. 

150 00 

Pay of Permanent staff per 
month 

500 00 

Stationery and Printing per 
month 

21 00 

Bata for drivers at Rs. 3 -50 
per day 

105 00 

Bala for conductors at Ks, 

3 per day 

90 00 

Bus stand fees and way- 
side expenses at Rs. 2/- 
per day 

60-00 

l-cavc and olf duty pay 
20% of driver’s and con¬ 
ductor’s pay 

88 -40 

Provident Fund 6-1/4 % of 
pay of drivers and con¬ 
ductors 

27-60 

1,042 00 

Over-Head Charges per year 
Rs. 1,043 -OO: ;!: 

Rs. 

12,504 -00 

Grand Total 

94,225 -20 

Lhi-cxpcctcd contingencies 

2,000 -00 

Total RunningCost per year 
at 80233 miles 

96,225 -20 


Interest at 12% on the Interest on Depredation 

invested capacity of Rs. reserve on 20% per annum. 

30,000 for .“i vears (39000 ;< 

12% X 5) 23,400 


On l.st year’s depreciation 
Rs. 13,800 

Borrowed capital of Rs. Interest at 12% for 4 yeais 

30,000 at 12°;; for 2 
years 7,200 

1/2% Commission at the value 

of the vehicle 345 On 2nd year’s depreciation 

Rs, 13,800 interest at 12% 
for 3 years 


Rs. 

6,624 


4,968 



Contingency 


150 


On 3rd year’s depreciation 
Rs. 13,800 interest @12% 
for 2 years . . . 3,312 

on 4th year’s depreciation 
Rs. 13,800 interest @ 12"„ 
lor 1 year ... 1,656 


R.S. 31,095 K.s. 16,560 


Deficit interest for 5 years : Rs, 31,095-00—Rs. 16,560 00=^Rs. 14,53s 00 

Rs. 14,535 00 

Deficit Interest for 1 year ; ---= Rs 2 907 00 

5 

Total Running Cost after 
adding. . 96,132-20 ’ 

i-2,907 00 

-j^s. 99,132 00 

Actual Resale value of the 
vehicle at the end of 5th 

year .... Rs. 25,000 00 

Rs. 25,000 00 

Average on resale value per vear. .-Rs. 5,000 00 

5 

Rs. 

Total Running Cost after 

deducting resale value . 99,132-00 

—5,000 -00 


Rs. 94,132 00 

94,132 00 

Running Cost per mile -—Rs. 1-173 

80233 



Annexure A-4 

Running Cost-Working Sheet-of Express Bus Service 
doing 400 Kilometres a day {per year of 323 days. 1,29200 Kms. i 
year or 80,233 Miles) (Leyland) 


Cost of Chassis 
Cost of Body 

Total Cost 


Rs. 

47,000 -00 
22,000 -00 

69,000 -00 


(u) Average depreciation per 
year taking (69000—5160) 
for 5 years (63,840/5) 

I h) Pay of 2 Drivers at Rs. 
118 each per month lor I 
year . • • • 

(ii) Pay of 2 Conductors 
at Rs. 103 per month 
for 1 year 


Fixed Charges 


12,768 00 


2,832 00 


2,472 00 


Rs. 18,072 00 


Taxation and Insurance 

Tax at Rs. 45/- per seat per 
quarter on 40 passengers 
per year . ■ • • 

Surcharge at Rs. 25/- per seat 
per quarter on 40 passengers 
per year • • • ■ 

Insurance 

Cost of fuel at 4 Kms. per 
litre at 80 nP. per Idre on 

1 , 20,200 Kms. per year 
Cost of Engine oil at 400 Kms. 
per litre at Rs. 2 20 nP. pci 

litre on 1,20,200 Kms. 

t aking cost of tyres at Rs. 
5 , 160 +retread charges twice 
at Rs. 733, Rs. 6,636-00 for 
54,000 miles for 80,233 miles 
per year . • ■ • 

Cost of 8 batteries at Rs. 
242/- • ■ • • 


7,200 00 

4,000 00 
627 -20 



9,927 -75 
1,936 00 


Rs. 11,827-20 


Rs. 26,728 -25 


Rs. 11,863-75 


Servicing 40 ordinary and 40 
lubricating charges at Ks. 
14/- and Rs. 37-50 respec¬ 
tively ■ • - ■ 


2,060 -00 


Proportionate repair charges 
taking 8300 for 270 Kms 
per day. (8300 x 400/270) . ^ 1 2.300 -00 


Rs. 14,360-00 
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Over-Head Charges 



Rs. 

Office and garage rent per 

month .... 

150 00 

Pay of Permanent staff per 
month .... 

500 00 

■Stationery and printing per 
month .... 

21 00 

Bata for drivers at Rs. 3 -50 
‘lay .... 

Bata for conductors at Rs. 3 00 
per day .... 

105 00 

90 00 

Bust stand fees and way-side 
expenses at Rs. 2 per day 

60 00 

Leave and off duty pay 20 % 
of driver’s and conductor’s 
pay .... 

88 -40 

Provident Fund 6i% of 
pay of drivers and conduc¬ 
tors .... 

27-60 


1,042-00 

Over-Head charges per year 
Rs. 1,042 00x12 

12,504-00 

Total . . . . 

95,355-20 

Unexpected contingencies 

2,000-00 

Total Running Cost per year 
at 80,233 miles 

97,355 -20 


Interest at 12% on the invested 
capital of Rs. 39,000 for 5 

years .... 

23,400 Interest on depreciation amount 


(39000 X12% X 5) 

at20% per annum. 


Borrowed capital of Rs. 30,000 

On 1st year’s depreciation 

Rs. 

at 12% for 2 years 

7,200 Rs. 13,800 interest at 12% 



for 4 years. 

6,624 

4% commission and value of 

the vehicle 

345 


Contingency . , 

150 On 2nd year’s depreciation 



Rs. 13,800 interest at 12% 
for 3 years 

4,968 


On 3rd year’s depreciation 

Rs. 13,800 interest at 12% 
for 2 years 

3.312 


On 4th year’s depreciation 

Rs. 13.800 interest @12% 
for 1 year 

1,656 


Rs. 31,095 


Deficit interest for 5 v 'nrs : 
Rs. 31,095—Rs. 16;5('^'00 
-Rs. 14,535'OOC—) 


Rs. 16,560 



J KJO 


Average Deficit interest per year 
(—)Rs. 14,535 


5 

, -Rs. 2,907 ■00( -) 

Tiital .Running Cost after add¬ 
ing deficit interest . 97,355-20 

-f 2,907-00 


Rs. 1,00,262 -20 


Actual resale value of the 
vehicle at the end of 5th 
year . , ■ ■ 

Average on resale value pci' year 
Rs. 25,000 


5 


25,000 

-= 5,000 


Total Running Cost after 

deducting resale value . 1,00,262 20 , 

—5,000-00 


Running Cost per mile. 

Rs. 


95,262 -20 


95,262-20 

80233 


1,187 




Annexurb A-5 

CoUectioHS of express stage carriage per year 323 working days with daily 
mileage of 400 Kilometres and at 5-00 nP. Kilometre per passenger 




Percentage 

36 

seater 

40 

seater 




Rs. 

Rs. 

100% 

* . 


2,32,560 

2,58,400 

90% 



2,09,304 

2,32,560 

80% 



1,86,048 

2,06,720 

70% 



1,62,792 

1,80,880 

60% 



1,39,536 

1,55,040 

50% 

• 


1,16,260 

1,29,200 



M2MofT&S/68 
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AnnExuRB A-6 

Running Cost—Working sheet in respect of a stage carriage city Service 
(36 sitt ing and 25 standing buses) doing 270 Kilometres a day (87210) 

Ki lometres or 54156 Miles a years). 

Rs. Rs. 

Cost of Chassis aocl Body .... 54,000 

Fixed Charges For 1 Year 

Aviragj Djp,-o;i atoin vehicle taking Depreciation at 
25% (54,003-4.555=49.445/4=12,361) . . , 12,361 

In city vehicles in view of the greater wear and tear 
higher depreciation rate is adopted 

P4y for a year of 2 Drivers at Rs. 118/- each per 
month. 2,832 

Pay for a year 2 Conductors at Rs. 103/- each per 

month.. 2 472 

-!- 17,665 00 


Taxation 

Tax for one year on 36 sitting at Rs. 33/- per scat 
per quarter. 36x33x4 . 


Tax for a year for 25 standing passengers. (25x33/ 
I 25 x 33/4-3/4 . . , ... 

Surcharge for 36 seated passengers (36 x 25 x 3) 
Surcharge for 25 standing Passengers 
(25X12-50X4) 


3 


Variable Charges 

Per year cost of fuel 10% above the normal of 4-5 
Kilometres per litre at 80 nP. per litre for 87,210 
Kms.. 

Per year cost of Engine Oil 10% above the normal 
of 320 Kms. per litre at 2 -20 per litre on 87,210 
Kms. , , .... 


Rs. 

4,752 

1,100 

3,600 


416-70 


17,036-80 

659 -56 


17,696-36 


Taking the cost of one set of tyres 4,555-95 -f678 
each for two retreads for a mileage of 48,000 miles 
for 54,156 miles . . . ... 

Cost of Battery per year faking 8 sets for 5 years at 
484 per set. 


(484x8/5). 

24 ordinary and 24 lubricating services at Rs. 14 and 
Rs. 37 -50 respectively each ..... 

Repair charges per year .. 


6,916.38 


. Rs. 

774 -40 

1,236-00 
8,300 -00 


9,868 -70 


6.916-38 

Rs. 

774 -40 
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Ill 


Other Charges 


Unexpected ontingcneies 


11,032-Oh y,536 00 
11,032-00 

72.488- 84 

2,000-00 

75.488- 84 


Interest for 4 years 


(24000x12x4/100) .... 

• 

11,920-00 

Interest for 2 years (30,OOOx 12x2/100) Rs. 

Contingencies.Rs. 

Commission ..... Rs. 

7,200'1 
150 i- 
270 J 

7,620-00 

Total 


19,540-00 


Interest on depreciation reserxe of 25% per year of the 
capital . 


On 1st year depreciation Rs. 13,500 
interest at 12% for 3 years 


On 3rd year’s depreciation Rs. 
13,500 interest at 12% for 2 
years . . . 


On 3rd year’s depreciation Rs. 
13,500 interest at 12% for 1 
year . . . . 


13500x12x3 

100 

13500x13x2 

100 

13500x12x1 

100 


4,860-04 


3,240-00 


1,620-00 

9,720-00 


Deficit Interest for 4 years ; Rs. 19,540-OO-^Rs. 9,720-00 == Rs. 9,820-CO. 


Deficit Interest for 1 year 


9,820-00 

4 


Rs. 2,455 -00 


Average deficit interest after Rs. 75,488-84+Rs. 2,455-00 — Rst 77,943 - 84 
Adding deficit interest 

Rs. 20,000 

Average resale value ofvehiclc --= Rs. 5,000-00 


Total Expenditure Rs. 77,943 - 84—Rs. 
Running Cost per mile % Rs.— 


5,000-00= Rs. 72,943-84. 
72,943-84 

-- Rs. 


1-347. 


54,186 






Annexure a-7 

City Service 

Taking length of the city route as 10 Kms. 

Each stage taken as 2 Kms. and 5 stages for the route. 

150 ' 

singles-- 15 

10 

Taking the daily mileage as 210 Kms. number of single performed per day 

- = 21 . 

10 

Takingg the daily mileage as 270 Kms. number of single performed 
— = 27 

10 " * •' “ ■* 

Taking^ the daily mileage as 320 Kms. number of singles, perfemed per day 

- = 32 

10 

Colle ction per year (323 days) in city service of 61 passenger capacity 

On ^^yOKt^s®®^ (168 Miles) (200 Miles) 

_ 2 10 Kms. i 270 Kms. 320Kms.__ 

. . 115264 (59342) 161367 (68410) 207473 (72944) 245733 (76610)* 


96053 

76842 

69157-8 

61473-6 

53789 

46105 

38421 


134472 

107578 

96820 

86062 

75405 

64547 

53789 


(Expenditure of the vehicle given in the brackets) 



172894 

20481 

> 

138315 

163899 

. 

124484 

147500 

. 

110652 

131111 

. 

96821 

114722 

♦ 

82889 „ 

98334 

-.1 

69158 

81945 
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Annexure A-8 

Running cost Working Sheet of a Spare Bus 55 Passenger Capacity 
Making 270 Kilometers per day —323 days Working in a year. 
87210 Kms. or 54156 miles per year. 

Cost of Chassis.37,000 00 

Cost of Body.^7-000-°° 

Total .. 

Tls. 30,000 financed by hire purchase and 24000 invested by the Operator 

1, Fixed Charges per 1 Year 


M 


Depreciation at 20% per year on Rs. 49,445 
(Rs. 54,000 total cost less one set of tyres 
cost Rs. 4,555 for 5 years for 1 year) . 


9,889 00 


9,889 00 


(b) Pay of drivers and conductors 
Taxation and Insurance 

(;■) Tax under MMVT at Rs. 40 per seat 
for 55 seats for 1 year . . . • 

(ii) Tax under TPG Act at Rs. 25 per seat for 
55 seats for 1 years. 

Uii) Insurance (basic Rs. 415+1/2% on the 
'value of the vehicle loss 10% fM the first 
+Rs. 2 -50 per passenger for nsK less 2 u /„ 
for no claim amounting per year 


8,800 -00 
5,500'00 

603 -20 


Total . 
Deficit Interest per year 


Unexpected contingencies 
Average Resale of the vehicle 


Nil. 


14,903'20 


24,792 -20 


1,818 00 


26,610-20 


2,000 00 


28,610-20 
3,500 00 


Variable Charges 


(i) Cost of fuel per day for 270 Kms.at 4 -5 Kms. 

per liter at 80 nP. per liter 
(//) Cost of engine oil per day on 270 . Kms. at 
3 -20 Kms. per litre at Rs. 2 -20 per 


(///) Cost of tyres per day on 270 Km^t 
Rs. 5,911 -75 per set of tyres for 4800U 
miles. 


(/r) Cost of servicing per day (on Rs. 1,236 for 

323 days). 

(v) Average cost of repairs per day on Rs. 8, 300 
per year on 323 days. 


Rs. 
48- 00 

1 -86 


20-65 

3-82 


25-70 
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(I'O Cost of stalioiicry and postage , . . 0-62' 

(viV) Bata for drivers. 3 -00 ^ 

(v’«V) Bata for conductors. 2-50 

(ix) Bus stand fees and way-side expenses . 1 -75 


107 ■70 

Running Cost per mile when the 
spare bus used on 323 days in a 
years.. . 

25110-20 !-(107 •70x323) 
323x270x0-621 

=3RS. 1 ‘1 



Annexure A-9 


When spare bus used with 1 route bus running 


cost per mile. 

1 -38 + 1 -1 

=Rs. 

2-4S 

When spare bus used with 2 route buses running 
per mile. 

1 -1 

1 -38+- 

2 

=Rs. 

1 -93 

When spare bus used with 3 route buses running 
cost per mile. 

1 1 

1 -38+- 

3 

=Rs. 

1 -75 

When spare bus used with 4 route buses running 
cost per mile ...... 

1 1 

1 -38+- 

4 

=Rs. 

1 -66 

When spare bus used with 5 route buses running 
cost per mile. 

1 -1 

1 -38+- 

5 

=Rs, 

1 -eO' 

When spare bus sused with 6 route buses running 
cost per mile. 

1 1 

1-38+- 

6 

•=Rs. 

1 -58 

When spare bus used with 7 route buses running 
cost per mile. 

1 1 

1 -38+- 

7 

=Rs. 

1-54 

When Sparc bus used with 8 route buses running 
cost per mile. 

1-1 

1 -38+- 

8 

=Rs. 

1 -52 

When spare bus used with 9 route buses running 
cost per mile. 

1 •! 

1.38+- 

0 

=-Rs. 

1 -SO- 

When spare bus used with 10 route buses running 
cost per mile ...... 1 •! 

1 -38+ 

1 n 

=Rs. 

1 ■49> 


10 
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Annexure A-10 

Garage and Workshop Facilities as a Department of 
Operational Cost of Stage Carriages. 

Normally a vehicle will be stopped for 15 days for repair for the renewal of fitness 
certificate once in six months. The vehicles will be under repairs for 30 days in a year 
year for the renewal of 2 fitness certificates. Allowing one day for breakdown in a month, 
total number of days the vehicle will be offroad in a year due to breakdown will be 12 days. 
Thus the total number of days a vehicle will be off the road in a year will be 42 

days or the total number of days a vehicle can work in a year will be (365=42)»323 days. 

A spare bus can also work for 323 days in a year Hence a spare bus will be able 
to provide substitute service for eight route vehicles in a year 323/42=8 vehicles. From 
this point of view in respect of each spare bus the minimum number of the fleet should 
be between 8 and 10 buses depending on workshop facilities. If a pucca modern 
shop is there, the repair time can be cut down. The Running Cost per vehicle is worked 
out and given at Annexure ‘A*. Running Cost per spare bus is worked out and given 
at Annexure ‘ B’. The cost of running a spare bus has to be added to the route has on this 
basis. The Running Cost per vehicle upto 10 is worked and given at Annexure C. 

The expenditure to maintain a consumer pump per month comes to about Rs. 
1,200 (this includes interest on the capital investment, on the deposits for fuel, rent for the 
site, salary for the 3 attend ants at Rs. 150 per month and salary for a Manager). 

The rate of expenditure per day will be Rs. l,200/30=Rs. 40/-. 

At present 2nP rebate is allowed for consumer per litre. 

For making Rs. 40/- in sales, fuel 40/ -02 litre or 2,000 litres have to consumed. 

A vehicle making daily 320 Kilometers will consume SOlitres a day. 

To consume 2,000 litres a day there should be 25 vehicles in the fleet. 

Therefore, a fleet of 25 vehicles or more will be required for running a consumer 
pump without loss. Hence for purposes of viability on this alone, the strength must 
be 25 If the consumer pump is not there, there will have to be considerable dead mileage, 
loss of time, lisloeation of work and additional drivers for fuelling the vehicles. 

If an efficient and systematic service is to be operated it is essential that there should 
be a modern garage to attend to the servicing and running repairs of all vdiicles. With¬ 
out this facility, stage carriages doing considerable mileage every day cannot be operated 
without breakdown and serious dislocation in service. In addition to this garage, the 
service of a pucca workshop will be needed for major dockings, for obtaining fitness Certi¬ 
ficates and for major body repairs. This pucca workshop which is to be equipped with 
costly machineries has to be used fully if repair costs are to be cut down to the minimum. 
Of the total expenditure of Rs. 76,474 per year an amount of Rs. 33,315 goes towards 
fuel, cost of tyres, batteries and servicing and repair charges, constituting 43 -7% of the 
total cost. Out of this 43 -7%, 10 -9% goes towards the repair charges alone. The life 
of the tyres, batteries and the fuel mileage will also depend on eflBcient maintenance. Also 
repairing the vehicle for fitness Certificate within the shortest time cannot be achieved 
unless a modern workshop is attached to the fleet. If this is'done by outside agencies 
they will take their own time, thus increasing the cost of operation by necessitating mamte- 
nance of additional spare vehicles. The machineries required for a garage is given in 
Annexure A-11 and the additional machinery required for pucca repair shop is pvMi in 
Annexure A-12. In order to ensure that there is adequate return on the coital invested 
on certain precision machines, it will bo necessary to take certain outade jobs in respect 
of this precision work alone. This will also provide additional facilities in any area for 
executing similar work in taxis and other private cars by providing this facility which cannot 
be ordinarly provided by others. The total cost of the equipment, workshop building 
and ramp for servicing etc., will come to about Rs. 4 lakhs excluding the cost of the site. 
The site cost may be taken as Rs. I lakh. Only the minimum requirements in each shop 
has been provided. If the shop is to be fully utilised what should be the number of vehicles 
a fleet will have is to be decided. 

It may bo seen from the statement showing operational cost that an amount of 
Rs. 9,536 provided towards repair charges. Of this 1,236 is for servicing and Rs. 8,300 
for repairs. In servicing 80% of the total amount goes towards labour and 20% cost of 
grease, oil etc, of the total repair charges the minor repairs and major repairs 
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will te in the iroportion of 50:50 and in the fonner case the labour will he 60% and in 
tne latter case about 40 %. Summing up the above the following will be the position, 





Labour 

Spares 

Servicing _ 

Minor Repairs „ 

Major Repairs 

_ 

Rs. 

1 -236 
4,150 
4,150 

Rs. 

989 (80%) 
2,490(60%) 
1,660(40%) 

Rs. 

247(20%) 

1,660(40%) 

2,490(60%) 




5,139 f 

4,397 




= 

9,536 


In addition there will be a saving to the extent of about 5 % in respect of fuel and 
n charges which will come to Rs. 1,188. Thus there will be a reduction of 

5,139+Rs. 1,188>=Rs. 6,327 in the operational cost per year if a garage is maintained. 

depreciation on machinery and the running cost, operational cost 
I given in Annexure A-i3. The minimum out-turn should be at- 

iea« Hs. 2,37,640 for the investment made. Therefore, based on the average expenditure 
ot RS. 6J27 for o^h vehicle, unless the total number of vehicle is 38 the workshop 
cannot DO muntained. As this is the biggest number compared to others in respect of 
consumer pump, this will be the decisive factor and the minimum strength 
ot the fleet has to be decided on this basis. 


, strength will depend on the optimum capacity of the workshop and 

tne Stan, ihc staff and equipment provided will be able to attend on 5 vehicles at a time 
flii* strength will normally be in the repair section. The 

neet strength to which this repair organisation can cater will be about 50 vehicles. 

Ff howaver a garage alo.ae is maintained annual expenditure will be Rs. 1,36,540 

'"3jor repairs which have to be done outside, labour 
charges will corns to Rs. 6,327—Rs. l,660=Rs. 4,667 per vehicle per year. 

expenditure of Rs. 1,36,.540 the minimum fleet strength must be about 

30 vehicles, 



Annexure A-11 


Machineries Required for Maintenance of a Garage. 


Rupees 

1. Air Compressor (15 to 20 cubic feet capacity) .... 7,500-00 

2. Car Washer . 6,000-00 

3. Lathe (6'). 10,000-00 

4. Battery charges and tester. 1,500-00 

5. Double ended pedestal grinding machine .... 2,500 -00 

6. Portable drilling machine 1/4" and 1/2'capacity (1/4'/3 Nos; 1/2 

1 No.). 1,500-00 

7. Drilling machine (l”riidial) . ’. 4,500-00 

X. Brake riviting machine and brake shoe grinding machine. . . 1,500-00^ 

Tools, ganges, pullers. Jacks etc.,. 10,0(X)-00 

10. Black Smithy Section . .. 2,000-(X) 

11. Carpentary section. l,500-00- 

12. Upholestry section including tailoring machine .... 1,(X)0-00 

13. Tinker shop.‘ ■ 1,000-00 

14. Paint shop equipments. 750-00 

15. Electric welding set.. 2,500-00 

16. Gas Welding Set ... 750-00 

17. Nozzle tester and calibrating equipment. 15,000-00 

18. Electrical testing machine such as plug tester, dynamo and starter o coo no 

ly. 10 ton hydraulic ramp. 8,000-00 

20. Automatic chassis Lubricator ....... 3,500-00 


Total. 83,500-00 
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Annexure A-12 

Additional Equipment Required for Repairs in a Garage. 


1. Reboring machine. 12,000 

2. Honing machine . g^OOC 

-1. Value refacer . ......... 7,500 

4. Brake drum skimming machine ....... 6,000 

5, Crank shaft grinding machine . .. 70,000 

0. Hydraulic press . . ........ 10,000 

7. Shaping machine (24").11,000 

H. Bearing line boring machine. 4,(X)0 

I. Connecting rod borer. 2,000 

II. Gudgeon pin lapping machine . . . . . 1,500 

11. Sheet metal and Body building machine . ,. 25,000 

12. Surface grinder for special purposes. 25,000 

13. Surface plate (4'X 4'). 1,500 

14. Engine running in and testing bed for different types of vehicles 5,000 

15. Metal spray equipment. 5,000 


1,93,500 00 
83,500 00 
2,77,000 OO 


Cost of machineries as per Annexure A-11 
T otal Cost of machineries . . 
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Annexurb A-13 

Labour 


3. 3 mechanics at Rs. 6 per day per year .... 

2. 3 assistants at Rs. 4 per day per year . 

3. 2 Fitters at Rs. 5 per day per year .... 

4. 2 Assistants Fitters at Rs. 4 per day per years 

5. 1 Turner at Rs. 6 per day per year . 

6. I Asst. Turner at Rs. 4 per day per year . , 

7. 1 Blacksmith at Rs. 5 per day per year. . . 

8. 1 Hammer-man at Rs. 4 per day per year 

9. I Asst. Blacksmith at Rs. 4 per day per year , 

10. 1 Carpenter at Rs. 5 per day per year . 

11. 1 Asst. Carpenter at Rs. 4 per day per year 

12. 2 Electrician at Rs. 6 per day per year . 

13. 2 Asst. Electrician at R.s. 4 per day per year . 

14. 1 liner at Rs. 5 per day per year .... 

15. 1 Welder at Rs. 5 per day per year , 

16. I painter at Rs. 5 per day per year .... 

17. 1 Assistant to Painter. 

18. Pay of one Foreman at Rs. 300/- .... 

19. Pay of one Engineer at Rs. 600/- .... 

20. Store-Keeper, Clerk, and time-keeper (3 x200) 

21. Water and Electric Charges. 

22. Contingencies at Rs. 500 a month .... 

Total 


Additional labour for special machines. 

Rs. 

3 mechanists at Rs. 400 per month .... 14,400 

2 sheet metal machines at Rs. 250 p.m. . . . 6,000 

1 Engine Tester at Rs. 300 per month . . , 3,600 

1 Caliberator Rs. 300 a month.3,600 

4 Assistants at Rs. 100 per month .... 4,800 


1. Interest on capital at Rs. 5,00,000 at 15% per'year 

2. Depreciation in building at 2% (building 1 lakh) 

3. Depreciation on machineries at 10% , 

4. Maintenance of building at 1 % 

5. Maintenance of machineries at 10% 

6. Labour charges and other expenses 

7. Additional labour for special machines . 


Grand Total 

If garage alone is maintained capital is about 


Rs. 

6,480.00 
4,320 -00 
3,600-00 
2,880 00 
2,160-00 
1,440 -00 
1,800-00 
1,440 -00 
1,440 00 
1,800 00 
1,440.00 
4,320 -00 
2,880 00 
1,800 -00 
1,800 -00 
1,800 -00 
1,440 -00 
3,600 -00 
7,200 00 
7,200 -00 
5,000 00 
6,000 00 


71,840 00 


Rs. 


32,400 00 


1,04,240 OC 


75,000 -00 
2,000 -00 
27,700 -00 
1,000 -00 
27,700 -00 
71,840 -00 
32,400 -00 


2,37,640 -00 


3,00,000 00 
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Annexure A-14 


Rs. 


1. 

InterestWcapitarat Rs. 3,C0.CCC[;at I5%Ffritai . 

45,(CO to 

2. 

Depreciation in buiJdiiie;at[.2%KluiIdiEg;I kill);! , 

2.CC0 CO 

3. 

Depreciation on machineriea>t 10%. 

8,350 CO 

4. 

Maintenance'of building at;i0%. 

1,000 00 

5. 

Maintenance; of machineriestat 10 %. 

8,350 CO 

6. 

LabouriCharges^and^olher^expenses;-. 

71,£40 CO 


Total 

. 1,36,540 00 



Annexure B 


Running cost working sheet in respect of goods Vehicles {Benz, Fargo or Bed¬ 
ford) doing 270 Kilometers a day Assumming the Vehicle runs for 323 days 
in a years {Vehicle runs 87210 Kilometers or 54156 miles in a year). 


CostofChasis 


. Rs. 

37,000-00 

Cost of Body 

• 

. Rs. 

4,500-00 

Total Cost 


. Rs. 

f 41,500-00 


Fixed Charges for 1 Year 


(a) DJpreciation cost of vehi¬ 
cles fori year (Rs. 41500 
—Rs. 4,555 Cost of one 
set of tyres 

Rs, 

7,389-00 

(h) Pay of 2 drivers at Rs. 

118 per month for 1 
year .... 

2,8.32-00 

Pay of 2 cleaners at Rs. 

91 per month for 1 ycar 

2,184-00 

Rs, 

12,405-00 

(c) Tax under MMVT at 

Rs. 800 per quarter per 
year .... 

3,200-00 

Tax under TPO Act at 

Rs. 37-50 per month 
Insurance at Rs. 270 
basic - 1 - 1/2% on the 
value of the vehicle plus 

450-00 

Rs. 12-50foreach driver 
and cleaner -1- Rs. 50 
pertonofload risk tak¬ 
ing total 12 tons . 

1,095-00 

Rs. 

4,745-00 

(d) Costoffuelat3-75Kms 
per litre on 87210 KMs. 

Rs. 0-80 per litre . 1 

18,604-00 

Cost of engine oil at 
one litre for 320 Kms. 
on 87120 Kms. at Rs. 

2-20 per litre 

599-60 


Rs. 19,204-40 29-80% 


(122) 
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Cost of tyres on e set 6 
003, Rs. 4,555 -75 retread- 
ing charges Rs. 693 per 6 
tyres. New tyres 25000 
miles first retread, 15000 
miles and 2nd retread 
10000 miles total 50000 
miles. Cost of tyres, Rs. 

4555+693 . , . 5,941 -75 

On the balance of 4157 
miles cost of tyres. 

5941 -75 X 4157/50000 . 494 00 


Rs. 6,435-75 10 00% 

Cost of batteries at Rs. 

242/- each ... 774 -40 

- 774 -40 0-75% 


<c) Servicing 24 ordinary at 
Rs. 14 and 24 lubricating 
services at Rs. 37-50 . 1,236 -00 


Average repair charges 
on the Rs. 3,500 first year, 
6000 2ad Year, Rs. 
12,000 on the 3rd year, 
Rs. 10,000 on the 4th 
year and Rs. 10,000 on 
the 5th year . 


8,300-00 


Rs, 9,536-00 14-79% 
Over-Head Charges 


Office and garage rent 
at Rs. 150 . 

1,800 00 

Management and staff 
etc. Rs. 250 . 

3,000 -00 

Stationery and postage 

15-00 

Bata for drivers at Rs. 

3 per day 

969 -00 

Stand fees and way-side 
expenses at Rs. 2 per 
day . 

646 -00 

Leave and off duty salary 
at 20% of Rs. 5,016/- . 

1,003-00 

Bhata for conductors at 
Rs. 2 per day 

646 -00 

Provident Fund contribu¬ 
tion at 6-1/4% of the 
pay of drivers and 
cleaners . 

313 -50 

Commission for agents at 
Rs. 10/- per day 

3.230 -00 

Grand Total 



Rs. 11,622-70 18-02% 
Rs. 64,722-85 
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Rs. 


Rs. 

Interest 12% on the invested 
vested capital on Rs. 16,500 
for 1 year. 

1,980 00 

Interest on Depreciation re¬ 
serve at 20%. 


Interest for 5 years . . 

9,900 00 

On 1st year’s depreciation 

Rs. 8300 interest at 12% 
for 4 years 

3,984 

Interest on borrowed capital 
of Rs. 25,000 for 2 years at 
12% plus 1% finance com¬ 
mission plus Rs. 150 for 
contingencies 

6.945 -00 

On the 2cd years’ deprecia¬ 
tion Rs. 8,300 interest @ 
12% for 3 years 

2,988 



On the 3rd year’s deprecia¬ 
tion Rs. 8,300 interest @ 
12% for 2 years 

1,992 



On the 4th year’s deprecia¬ 
tion Rs. 8,300 interest @ 
12% for I year 

996 

Total interest payable 

16,845 -00 


9,960 

Interest available on deprecia¬ 
tion amount 

9,960 



Deficit interest for 5 years 
Rs. 16,845 •00—9,960 00 = 

6,885 -00 



Average deficit interest per year 




6,885 

Rs. 

5 

1,377 00 



Total Running Cost after adding 
deficit interest : Rs. 64.722.85 + 



Rs. 1,377.00 

66,099.85 



Actual resale value of the vehi¬ 
cle at the end of 5th year 

15,000 



Average on resale value per year 




15,000 

Rs. - 

5 

3,000-00 



Total Running Cost after de¬ 
ducting resale value 

66,099-85 

3,000-00 




63,099-85 



R unning Cost per mile 




63,099-85 

I-165 




54,156 


If 7 ycais depreciation is adopted, the difference average cost of depreciation and 
resale value are likely to cancel out each other. Iflhc resale value i.s same which is highly 
unlikely the cost would be less by 2-7 parse per mile. 



Annexure B-1 


Interest on Capital in respect of goods Vehicles fully Financed by the 
Operator and Partly Financed by the Operator and Partly by hire-Purchase. 


(a) Own investment of Rs. 41,500. 


Interest at 12% for 
41500x12x5 


100 


= 24,900-00 


Depreciation reserve at 20% 
per annum on the capital 
and interest thereon. 


On the 1st year’s deprecia¬ 
tion Rs. 8,300 interest at 
12% for 4 years 

On the 2nd year’s deprecia¬ 
tion Rs. 8,300 interest at 
12% for 3 years 

On the 3rd year’s deprecia¬ 
tion Rs. 8,300 interest at 
12% for 2 years 

On the 4th year's deprecia¬ 
tion Rs. 8,300 interest at 
12%fori year 


3,984-00 


2,988-00 


1,992-00 


Rs. 24,900-00 


996-00 
Rs.’ 9^9^00 


Deficit interest for S years : Rs. 24,900-00— Rs. 9,960 00 —14,940-00 

(-) 

(b) On own investment of Rs. 16,500. 


(-f) 


(-) 


Interest for Rs. 16,500 for 
5 years at 12%= 
16,500x12x5 


100 

On borrowed amount 


-9,900-00 
Rs. 25,000. 


Depreciation reserve at 20% 
per annum on the capital 
and interest thereon. 


Interest on the borrowed 
amount at 12% plus 
1 % finance commission 
and Rs. 150 for contin¬ 
gency charges 


On the 1st year’s deprecia¬ 
tion Rs. 3,300 interest @ 
12% for 4 years 

6,945-00 On the 2nd year’s deprecia¬ 
tion Rs. 3,300 interest® 
12% for 3 years 


On the 3rd year's deprecia¬ 
tion Rs. 3,300 interest @ 
12% for 2 years 

On the 4th year’s deprecia¬ 
tion Rs. 3,300 interest 12% 
for 1 year 


1,584-00 


1.188-00 


792-00 


Rs. 16,845-00 


396-00 
Rs. 3,960-00 
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Depreciation reserve at 20% 
per annum on the capital 
and interest thereon 


1st year’s depreciation Rs. 
5,000 interest at 12% for 4 
years . . . 

2,400-00 

2nd year’s depreciation Rs. 
5,000 interest @ 12 % for 

3 years .... 

1,800-00 

3rd year's depreciation Rs. 
5,000 interest @ 12% for 

2 years .... 

1,200-00 

4fh year’s depreciation Rs. 
5,000 interest (® 12",^ for 

1 year. 

600-00 

Total 

6,000-00 

9.960-00 


Deficit intcrcstfoi 5 ycai^ ; Rs. 16,845• 00 Rs. 9,960 00-6,885-00 

(-) (r) <--) 

Oomis Vv hicks on Own In vest mem ofHs. 41,500 /« 3 years 

(e) Interest iji; 12% for 3 
years. 


41800x12x3 

100 


On the 1st year's depreciation 
(33 i%) Rs. 13,833J, 
interest at 12% for 2 
years .... 


14.940-00 


On 2nd year's depreciation 
P3i %) Rs. 13,8334 
interest at 12% for 1 
year .... 


3,320-00 


Rs, 14,940-00 


1,660-00 
Rs. 4,980-00 


Deficit interest ; 

Rs. 14,940-00—Rs. 4.980-00= 

(+) 

id) In 4 years. 

Interest at 12% for 4 years. 


- Rs. 9,960 • 00 
(-) 


41500x12 x4 
100 


Depreciation reserve at 25 % 
per annum on the capital 
and interest thereon. 


Rs. 19,920-00 


On the 1st year’s deprecia¬ 
tion Rs. 10,375 interest @ 

12 % for 3 years 

On the 2nd year’s deprecia¬ 
tion Rs. 10,375 interest at 
12% for2years 

On the 3rd year’s deprecia¬ 
tion Rs. 10,375 interest @ 
12%fori year 


3,735-00 

2,490-00 

1,245-00 


Rs. 19,920-00 


Rs. 7,470- 00 



Deficit interest : 

Rs. 19,920'00-Rs, 7,470 00 Rs. 12.450-00 
(+) (-) 

<■) In 5 years 
Interest for 5 years ; 

4I500xl2y5 


100 


Depreciation at 20% per 
Rs. 24,900 00 annum. 


'(/) In 6 years. 

Interest for 6 

12 %. 

41500x12x6 


100 



On 1st year’s depreciation 
Rs. 8,300 interest at 12% 
for 4 years 

3,984 00 


On 2nd year's depreciation 
Rs. 8,300 interest at 12% 
for 3 years 

2,988-00 


On 3rd year’s depreciation 
Rs. 8,300 interest at 12% 
for 2 years 

1,992-00 


On 4th year’s depreciation 
Rs. 8,300 interest at 12% 
for 1 year 

996-00 

Rs. 24,900-00 


Rs. 9,960-00 

24,900-00—Rs. 9,960-00- Rs. 14,940-00 


(-) 

(-I-) (-> 


at 

Rs, 29,880-00 

Depreciation at 16 1% 

per annum. 

On 1st year’s depreciation 
Rs, 6,9165 interest @ 
12% for 5 years 

4,150-00 


On 2nd year’s depreciation 
Rs. 6,916S interest @ 
12% for 4 years 

3,320-00 


On 3rd year’s depreciation 
Rs. 6,916f interest @ 
12% for 3 years 

2,490-00 


On 4th year’s depreciation 
Rs. 6,916f interest at 
12% for 2 years 

1,660-00 


On 5th year’s depreciation 
Rs. 6,916f interest @ 
12% fori year 

830 00 

Rs. 29,880-00 

Rs. 12,450-00 


Deficit Interest : Rs. 29,880-00—Rs. 12,450-00—Rs. 17,430 00 
(-) (-f) (-) 

(g) In 7 years. 

Depreciation at 14 2.7°,, per 
annum. 

Interest for 7 years at 

12 %. 

-41500x12x7 


. Rs. 34,860-00 
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On 1st year’s depreciation 
Rs. 5,928 4/7 interest at 


12% for 6 years 

4,268 4/T 

On 2nd year's depreciation 

Rs. 5,928 4/7 interest at 
12% for 5 years 

3,557 1/7 

On 3rd year's depreciation 
Rs. 5,928 4/7 interest at 
12% for 4 years 

2,845 5/7' 

On 4th year’s depreciation 
Rs. 5,928 4/7 inierst at 
12% for 3 years 

2,134 2/7 

On 5th year’s depreciation 

Rs. 5,928 4/7 interest at 
12% for 2 years 

1,422 6/7 

On 6lh year's depreciation 
Rs. 5,988 4/7 interest at 
12%forlycar 

711 3/7 

Rs. 34,860-00 Rs. 

14,940 -00 


Deficit interest ; Rs. 24,860-OO—Rs. 14,940 00 K Rs. 19,920 00 
(-) (+) (~) 



Annexure B-2 

Income per year for goods Vehicles at different daily mileages 


Rate per mile 



Daily Miles Done 


'270 Kms. 

320 Kms. 

400 Kms. 

480 Kms. ’ 



Rs. 

Rs. 

Rs. 

Rs. 

75 Ps./Mile 


4,0617 

48,139 

60,175 

72,210 

87-5Ps./MiIe . 


47,386 

56,163 

70,204 

84,245 

100 Ps./Mile 


54,156 

46,186 

80,233 

96,280 

110 Ps./Mile 


59,572 

70,605 

88,256 

1,05,908 

115 Ps./Mile 


62,279 

73,814 

92,268 

1,10,722 

125 Ps./Mile 


67,695 

80,233 

1,00,291 

1,20,350 

135 Ps./Mile 


73,111 

86,651 

1,08,335 

1,29,978 

150 Ps./Mile 


81.234 

96,279 

1,20,350 

1,44,420 

175 Ps./Mile 


94,773 

1,12,326 

1,40,408 

1,68,490 

200 Ps./Mile 


1,08,312 

1,28,372 

1,60,466 

1,92,560 



50 Kms. 

100 Kms. 

150 Kms. 

200 Kms. 


10,029 

20,058 

30,057 

40,078 

no. 

11,032 

22,064 

33,096 

44,128 

115. 

11,534 

23,068 

34,602 

46,136 

125. 

12,539 

25,078 

37,617 

50,156 

135. 

13,539 

27,078 

40,617 

54,156 

150. 

15,043 

30,086 

45,129 

60,172 

175.■ 

17,551 

35.102 

52,653 

70,240 

200 . 

20,058 

40,116 

60,174 

80,232 
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Annexure B-3 Dated 14-6-66 
Workshop facilities at a determinant of Lorry operation 

It a systematic and regular lorry service is to bo operated there should be a modera 
garage to attend to the servicing, minor and running repairs of lorries. Without thi* 
facility a lorry doing considerable mileage everyday cannot be opiated without breakdowns 
and serious dislocation in service. The breakdowns i n a lorry has a more ^nous 
on the owner than in the case of buses as the customers loose confidence in him and will 
not entrust goods worth thousands of rupees to his care, ^so, for obtaining Fitness C®*Ti- 
ficates if a lorry owner completely depends on outside facilities only, he will loose Miwider- 
able time. At the time of getting Fitness Certificate, the guage and staff will be found 
very useful in getting the specialised jobs done by the outside agencies and the fitting work 
done in the garage. The life of the tyrM, battery and fuel mileage will also depend on 
efficient maintenance. Hence a garage with minimum staff is essential. However, in the 
case of lorries it is not contemplated that there should be a pucca modero workshop to 
carry out all mgjor repairs as in the case of buses, as such a workshop will require equal 
if not greater attention compared to the operation of the lorry service itself and will mso 
its ancillary character. The total cost of equipment and recurring chargee are given 
separately. 

It may be seen from the statement showing operational cost that an amount of 
Rs. 9,53fi is provided towards the repair charges. Of this 1,236 is for serviang and rest 
Rs. 8,300 for repairs. In servicing 80% of the total amount goes towards labour and 
20 % cost of grease, oil etc. Of the total repair charges the minor repairs and major repaire 
will be in the proportion of 50 ; 50 and in the former case the labour will be 60% and in 
the later case about 40%. Summing up the above will mean :— 







Labour 

Spares 

Servicing . 

Minor Repairs . 

M^or Repairs 

• 

• ■ 

• 

Rs. 

1,236 

4,150 

4,150 

Rs. 

989 

(80%) 

2,490 

(60%) 

1,600 

(40%) 

Rs. 

247 

(20%) 

1,660 

(40%) 

2,490 

(60%) 






5,139 

•-Rs. 9,536 

.. 4,397 


In addition there will be savings to the extent of about 5 % which will come to Rs, 
1,270 (950+320) in respect of fuel and tyre charges. Thus there will be a reduction of 
Rs. 5,139 +Rs. 1370»Rs. 6,409 in the operational cost per year if a garage is maintained. 


A statement showing the minimum equipment and staff needed for a garage is given 
in Annexure *B—4*- 

To obtain full utilisation of the staff and the equipment in the garage, it will be neces¬ 
sary to have two vehicles in the garage at a time. Normally there will be about two vehicles 
in the workshop for servicing, running repairs and maintenance and renewal of Fitneat 
Certificates if there are 10 vehicles in operation. 

The figure 10 has another significance. It may be seen from the drivers' utilisa¬ 
tion statement that full utilisation of driver is reached when the strength of the vehicles if 
5 or multiples of 5. 

Hence 10 vehicles fleet will be the most economical one when a garage is main¬ 
tained. 

It may bo seen that the expenditure on garage will come to Rs. 2,262 per vehicle 
It has also been shown that in respect of each vehicle individually operated, the total 
expenditure on labour will be to the order of Rs. 6,409 per vehicle. Hence by having a 
garage for the maintenance of a fleet of 10 vehicles the difference in operational cost per 
vehicle will come to Rs. 6,409—Rs. 2,262 or Rs. 4,147. This works out to 7 -7 paise per 
mile. It may also be seen that if the fleet strength is 5 the maintenance cost of the garage 
per vehicle will be about Rs. 4,500. It may be seen that the cost of the maintenance of 
garage will be equal to the labour charges that will be paid in respect of 3 to 4 loirios, 
if the work is entrusted to outside workshops. Above this number for every additional 
lorry there will ^ a gradual increase in the reduction of the running cost up to 10 
vehicles. The details are given in Annexure ‘Bo 6'. 

Hence 10 will be the most suitable number for the formation of 'VJABiLE VUIJ' In 
respect of Lorries, 
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Annexum B-4 Dated 14-6-66 


Minimum equipment ne*ded for • garag* for servicing and carrying out aaiccr 
rfepaira to lorries :— 


1. Air Compressor 50x130 cubic capacity . . . . . 

2. Battery charges and tester. 

3. Pedestal grinding machine and portable drill . . . . 

4. Hand tools for smithy shop, tiniers shop and caipentary Aop 
3. Lubrication efuipment, air operator ordinary type lubricator 

6. Tools, gauges, pullers, roller, Jack etc. 


7.500 

1.500 
4,000 
3,000 

3.500 
5,000 


24,500 


meearrtai l i fsa ilO e pee Annual 


JLmtfour Ciartts 

One mechanic at Ri. 250 per month . . . 

One fitter at Rs. 130 per month. 

One black-smith at Rs. 150 per month. 

One assistant electrician at Rs. 120 per month 

One Cleaner at Rs. 90 per month ...... 

One tyre fitter at Rs. 120 per month . . . . • 

Totai. 


Electricity and water charges at Rs. 250 per month 
Contingencies Including rent for building at Rs, 500 a month 


Total Expenditure 5 (Rs. 10,3604-9,000) , , . . 

Depredation amount (Rs, 24,500/8). 

Total 

In a fleet of 10 vehlclce expenditure per vehicle is : (Rs. 22,620/10) 


R|. 

3,000 

1800 

1,800 

1,440 

1,080 

1,440 


10,560 


3,000 

6,000 


9,000 


19,560 

3,060 


22.620 


2,262 
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Annexure B-5 Dated 14-6-66 
Cost of maintaining a grace with staff as per details 


Fleet Savings in 


Net 

Savings 

Savings Remarks 

Strength Labour 


savings 

per 

vehicle 

per 

running 





mile in 





NP. 

Rs. 


Rs. 

Rs. 


1. 





2. — » > • • " 


. - 

- 

— 

3. —. 


• 


«• 

4. 6409X4=25.636 


3,016 

754 

1 -4 

5 ; 6409x5=32,043 


9.425 

1,885 

3-5 

6. 6409X6=38,454 


15,834 

2,636 

4-9 

7. 6409x7-44.863 


22,243 

3,178 

5-9 

8. 6409X8=51,272 


28,652 

3.582 

6-6 

9, 6409X9=57,681 


35,061 

3,885 

7-2 

10. 6409X10=64,090 

• 

41.470 

4,147 

7-7 
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Annbxukb B-6 Dated J4-6-66 


No. of Running 
vehicles cost 

in the per mile 
unit in 

rupees 


Reduc- Reduc¬ 
tion tton 

in in 

over-head Pullilg 

charges of 

in NP. drivers 

inNP. 


Reduc* Total Net 
tion reductions running 
due to 

maintcn- PC n"Ic 

ancc rupees 


garage 
in NP. 


j 1 -165 Nil 

2 ! 1 -165 4 -4 

3 ’ 1-165 5-9 

4 1-165 6-6 

5 1-165 7-1 

6 1 -165 5 -9 

7' 1 -165 6 -5 

g’ 1.165 6-6 

9. 1-165 6-8 

10. 1 165 7-1 


Nil Nil Nil 

2 -9 Nil 7 -3 

1 -9 Nil 7 -8 

2- 9 1-4 10-9 

3- 5 3-5 14-1 

2-9 4-9 13-7 

2-6 5-9 15-0 

2-9 6-6 16-1 

2-6 7-2 16-6 

3.5 7-7 18-3 


1 -165 
1 -092 
1-067 
1-056 
1 -024 
1 -028 
1-015 
1 -004 
0-999 
0-982 
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INCOME t EXPENDITURE IN THOUSANDS OF RUPEE® 









SCATCff 
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INCOME Si expenditure in TmCuSANOS or RUPEES 
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